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EEVOLVING  FUND  FOR  THE  PURCHASE  OF 
AGRICULTURAL  COMMODITIES 


THURSDAY,  MARCH  25,  1948 

United  States  Senate, 

COMMITIEE  ON  A(JUICUl/rUKE  AND  FoRESTKA^, 

aishingto-n,  I).  C. 

The  coiimiittee  Diet,  pursuant  to  notice,  at  '2  p.  ni..  in  the  District  of 
Columbia  room  of  the  Capitol,  Senator  Arthur  Capper,  chairman, 
])resi(ling. 

Present:  Senators  Capper  (chairman),  Aiken,  Young,  Thye,  Kem, 
Thomas,  Stewart,  Hoey,  and  Pepper. 

Also  present:  Senator  Eastland. 

The  Chairman.  The  meeting  will  come  to  order. 

This  is  a hearing  of  the  Senate  Committee  on  Agriculture  and 
Forestry.  We  are  in  session  over  here  because  it  is  more  convenient 
for  the  members  of  the  Senate  Committee  on  Agriculture,  and  the 
bill  we  have  before  us  is  Senate  2hT(),  a bill  to  provide  a revolving  fund 
for  the  purchase  of  agricub  ural  commodities  and  raw  materials  to  be 
processed  in  occupied  areas  and  sold. 

(S.  287()  is  as  follows:) 

[S.  2376,  SOth  Cong,,  2d  sess.] 

A BILL  To  i>rovide  a revolving  fund  for  the  purchase  of  agricultural  commodities  and  raw 

materials  to  be  processed  in  occupied  areas  and  sold 

Be  it  enacted  bn  the  Senate  and  Houne  of  Representatives  of  the  United  States 
of  America  in  Cont/ress  assembled.  That  there  is  hereby  created  a fund  to  he 
used  by  the  Secretary  of  the  A^aiiy,  or  his  duly  authorized  representatives,  as 
a revolving  fund  for  the  purpose  of  (a)  purchasing  natural  fibers  (including  cot- 
ton waste)  and  hides  produced  in  the  United  States,  and  such  other  materials 
including  starch,  dyestuff,  roller  leather  and  card  clothing  as  may  be  used  in 
processing  and  finishing  such  fibers  and  hides;  (b)  transporting  such  fibers, 
hides,  and  other  materials  to  occupied  areas,  making  them  available  for  process- 
ing. and  having  such  fibers  and  liides  processed  in  such  areas;  (c)  insuring  such 
fibers,  hides,  and  materials  and  the  products  obtained  from  such  processing; 
and  (d)  selling  products  obtained  from  such  processing.  For  tlie  purpose  of 
this  Act  an  occupied  area  shall  be  considered  as  any  area  occupied  by  Unitefl 
States  forces  within  an  enemy  country  and  with  respect  to  which  a treaty  of 
peace  shall  not  have  been  i*atified  and  confirmed. 

Sec.  2.  Neither  the  Secretary,  nor  any  duly  authorized  representative,  shall 
use  the  fund  created  by  tliis  A<  ^ for  the  purchase  of  any  commodity  unless,  on 
the  date  of  purchase  of  such  commodity,  it  appears  in  his  best  judgment  that 
within  fifteen  months  after  such  date — 

(a)  such  commodity  will  be  processed,  or  used  in  processing  operations, 
in  an  occupied  area ; and 

(b)  so  much  of  the  products  obtained  from  such  processing  will  be  sold, 
and  so  much  of  the  proceeds  of  sale  will  be  returned  to  the  fund,  as  is 
necessary  to  cover  (ll  all  amounts  expended  from  the  fund  in  c<»nnection 
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2 FUND  FOR  PURCHASE  OF  AGRICULTURAL  COMMODITIES 

With  such  commodity  plus  (2)  interest  of  21/2  per  centum  per  annum  on 

Surn“t?th™S  ^ expenditure  to  its 

The  interest  paid  into  the  fund  as  provided  in  clause  2 shall  be  transferred 
periodically  from  the  fund  to  miscellaneous  receipts  of-  the  Treasury 

mmmvs  from  f Pro'Uicts  of  commodities  purcliased  with 

”he  fimif  ^ ^ provided  by  section  2,  shall  be  returned  to 

Sec.  4.  Annually  after  the  date  of  enactment  of  this  Act  the  Secretarv  shall 
make  a coiiiplete  report  with  respect  to  the  status  of  the  fund  At  such  thne  as 
there  sha  1 no  longer  be  any  occupied  area  within  the  meaning  of  this  Act  or  at 
such_  earlier  time  as  the  President  shall  dideniiine  that  tl.e  fund  K no  l~ 
equired  for  the  purposes  of  this  Act,  the  uiiohllgated  balance  of  the  fund  slfall 
he  earned  to  the  surplus  fund  of  the  Treasury;  and  the  Secretarv  of  the  Arniv 
as  expeditiomsly  as  po.ssible  consistent  with  orderly  liquidation,  (a)  shall  caime 
to  be  sold  so  much  of  the  commodities  pur.-hased  with  monevs  fi’o  n the  fu ml  and 
products  thereof  which  are  then  on  hand  as  mav  he  necessurrm  ^ 
amounts  .specihed  in  clauses  (1)  and  (2)  of  section  2 of  this  Act  anil  (b)  shall 

Sec.  Iibtr.s,  hides,  and  otner  materials  purchased  for  processine  in  anv 
•Xf  if  freaty  of  peace  is  ratified  and  conlirmed  ^^th 

solU  ' ““"‘I  "l‘  such  commodities,  be  processed  and 

ttU  film  !f  1 ‘if  if  I.v  .such  coinmoditv  with  monevs  from 

.!  r V ^ f '‘I’*  Secretary  that  the  product  of  suid.  '•omimX^ 

tannot  he  sold  for  as  much  as  the  amounts  specitied  in  clauses  (li  -ind  (‘>1  oV 

hm  P>-o<lucV  fir  a leisei  a.mmu? 

lilt  imof.n  as  ma>  he  possible,  no  commodities  sliall  be  sold  for  less  tli-m  lUe 

NEC.  f>.  So  much  of  the  commodities  purchased  with  monevs  from  rhe  fon.l 
processing  111  any  occupied  area  ami  so  much  of  the  piSm  ts  ti.eivo?^ 

5 ss.'xa-.sr* ««• 

the  siini'of  .S.(!(VoW  Secretary  of  the  Army 

seitimi^l^fhrSmiefffnf^^  Performance  r.f  any  of  the  functions  described  in 
channels  of  trade  maximum  extent  feasible  utilize  private 

The  Chairman.  It  was  introduced  l.y  Senator  Aiken,  and  quite  a 

aig^e.  number  of  Senators,  mostly  from  ap-ioultural  iiarts  of  the 
country.  ' 

I have  lure  a letter  from  Secretary  Royall  of  the  Army  Department 
wncerniiio:  this  legislation  in  response  to  our  request  for  his  comments. 

He  J;ai;.wiitten  us  a very  interesting  letter,  and  I think  maybe  you 
would  like  to  hear  it. 

It  is  addressed  to  the  chairman,  and  reads  as  follows : 

inclosed  di a tl  of  hill  to  provide  a revolving  fund  for  the  purchase  of  auricnltnre 
CO  nmodities  and  raw  materials  to  Ite  processed  in  occupied  areas  and  sold  This 
hill  was  nor  siKuisored  by  the  Department  of  the  Army,  but  the 

Indicatfur^'  proposed  legi.slation  subject  to  changes  heminafter^ 

pm'Po.se  of  the  propo.sed  legislation  is  10  make  available  to  tlie  Secretary 
of  the  Army  or  h s duly  authorized  representative  a revolving  fmul  for  the 
pimhase  ot  natural  fibers  and  hides  to  he  transptuded  to  the  m-upied  areas  and 
lu-oc-essed.  Of  the  processeil  materials  a sum  sufficient  to  repav  t r^  i dX  « 
from  the  lund.  plus  interest  at  tlie  rate  of  21/,  pmx-ent  mi^.nmm  is  r i e 
mtnined  to  the  fund  in  United  States  dollars.  Any  .surjilnses  whicli  m’av  accrue 
be.Nond  the  amounts  required  to  repay  withdr.-iwals  from  the  fund,  plus ‘interest 
shall  be  disposed  of  by  the  Secretary  of  the  Army  in  such  a maimer  as  he 
deeims  fit  for  the  benefit  of  the  economy  of  th(>  occupied  area.  Provisions  in'  tlie 
bill  also  provide  lor  sale  of  completed  products  in  tlie  event  of  a ixame  treaty 
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or  if  ir  shall  apix*ar  that  the  iiroducts  cannot  be  sold  for  the  amount  of  fuiuis 
exiiended,  the  products  may  be  sold  for  a lesser  amount  but,  insofar  as  iM>ssihle, 
not  less  than  the  costs. 

There  are  two  changes  recommended  by  the  Deixirtinent  of  the  Army: 

(n)  It  is  recommended  that  section  1 (d)  he  changed  to  read  as  follows: 

“(d)  Selling  products  obtained  from  such  processing:  For  the  purpose  of  this 
Act  an  occupied  area  shall  be  considered  as  any  liberated  or  oc<-ui)ied  area,  which 
is  at  the  time,  occupied  by  United  Slates  Forces  or  such  an  area  occupied  jointly 
with  another  |>ower  or  powers  when  it  is  considered  by  the  Secretary  of  the  Army 
to  be  necessary  or  desirable  to  im-liuie  such  an  area,  in  order  to  carry  out  United 
States  objectives,  provided  that  a treaty  of  i>eace  shall  not  have  been  ratifleil  and 
confirmed  for  such  an  area.’’ 

This  change  is  retpiested  so  that  the  materials  pn»cured  for  processing  may  he 
processes!  in  liberated  areas  as  well  as  in  uKMipied  enemy  areas  and  makes  provi- 
sion for  a situati<m  such  as  exists  in  llizonal  Germany. 

(Z/j  It  also  is  rccommeiuUd  that  section  2 (b)  be  changed  to  read  as  follows: 
“(b)  So  much  of  the  i)rodiicts  obtained  from  such  procesi<ing  will  be  sold  under 
such  terms  and  for  such  currencies  as  may  ])e  m*cessary  to  accmnidish  the  pur- 
poses of  this  Act,  and  so  much  of  the  proc*eeds  of  sale  will  he  returned  to  the 
fund  in  L^nited  Slates  dollars,  as  is  necessary  to  cover  (1)  all  amounts  expended 
from  the  fund  in  connection  with  such  c<tminodity  plus  (2)  interest  of  2V-i  per 
centum  i)er  animni  on  ea<*h  such  amount  for  the  iKU’iod  from  the  time  of  its 
expenditure  until  its  retui  n to  the  fund.” 

The  purpose  of  this  change  is  to  permit  sales,  when  believed  nec'essary,  in 
currencies  other  than  dollars.  Subsequently,  through  trading  transactions,  such 
currencies  would  he  converted  into  dollar  proceeds,  to  the  extent  necessary,  to 
repay  funds  withdrawn  from  the  revolving  fund. 

The  Department  of  the  Army  supports  this  legislation  in  order  that  fibers, 
hides,  and  other  materials  may  he  made  available  for  processing  in  the  occupitMl 
areas.  The  occupied  areas  and  the  Department  of  the  Army  now  have  only  very 
limited  funds  for  financing  siK'h  operations.  Within  the  limits  of  dollars  avaii- 
able  in  world  markets  for  repayment  of  textiles  and  other  products,  it  is  be- 
lieved that  funds  made  available  by  the  proposed  bill  would  assist  materially 
in  reestablishing  (*ertaiii  industries  of  the  occupied  areas  and  assist  in  achieving 
the  ohje<‘tives  of  the  occupation. 

The  total  sum  of  funds  advanced  at  any  one  time  under  this  hill  shall  not  exceed 
tile  amount  of  the  appropriation;  namely,  $150,000,000. 

Due  to  time  limitations,  Bureau  of  the  Budget  cleai*ance  on  this  legislation  has 
not  yet  been  received. 

Kknxeth  O.  Royall, 
Secretary  of  the  Army, 

Our  first  witness  is  W.  P.  Jacobs,  president  of  the  American  Cotton 
Manufacturers  Association,  who  resides  at  Charlotte,  X.  C. 
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STATEMENT  OF  W.  P.  JACOBS,  PRESIDENT,  AMERICAN  COTTON 
MANUFACTURERS  ASSOCIATION,  CHARLOTTE,  N.  C. 

Mr.  Jacobs.  Mr.  Chairman,  my  name  is  William  P.  Jacobs,  jiresi- 
dent  of  the  American  Cotton  Manufacturers  Association,  Charlotte, 
N.  C..  which  comprises  the  cotton  mills  in  the  Southern  States. 

I am  not  a representative  of  the.  farmers  or  of  the  Army  or  the 
Department  of  Agriculture.  I am  in  the  strange  position  of  appearing 
to  suggest  to  you  the  founding  of  a revolving  fund  to  assist  in  reha- 
bilitating our  international  competitors,  but  that  is  exactly  what  I 
am  doing. 

I have  just  returned  from  Tokyo. 

Senator  Eastland.  Yon  mean  textile  competitors. 

Mr.  Jacobs.  Textile  competitors;  jts. 

I have  just  returned  from  Tokyo,  where  at  the  invitation  of  General 
MacArthiir  I went  with  two  other  gentlemen  to  assist  him  in  the 
adoption  of  plans  and  programs  to  facilitate  the  sale  of  Japanese 
textiles  throughout  the  world. 
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4 flN’D  FOR  PURCHASE  OF  AGRICULTURAL  COMMODFriES 

I he  Chairmax.  You  sav  General  AracArtlmr^ 

Mr.  J vroiis.  Yes,  sir. 

The  (^HAiRMAx.  He  is  all  right. 

Ml-.  Jacobs.  I foiiiui  him  a very  likoahle  gentleman. 

H e tound  in  our  eonferenoes  with  tlie  general  certain  ciroumst-incvs 

"y  i f''"  brought  (ov,,!Iiatu';'tio,, 

I i ( um.stance.s  aaIucIi  necessitate  some  congressional  action. 

Ihe  circumstances  have  arisen  out  of  an  international  situation  in 
ich  Japan  ,n  trying  to  sell  its  textiles  in  the  oriental  and  Africa 

bnotvu  aa  ti"; 

Ihe  Chaikm.\x.  ’Would  you  explain  that  more  fullv. 

Mr.  J.vcoKs.  The  sterling  area,  as  I understand  it.  is  a "roun  of 
countiies  ^^hlch  deal  very  largelv  in  pounds  sterlin<>-  It  is  formed 
under  the  British  influence  for  the  purpose  of  preservim.'  the  few 

ii?llu’!r  countries  that  ojierate  on  steHing  have 

•dt! ^,””Tose.  as  I understand  it,  is  to  ])ool  their  dollars  and 
allov  them  to  be  spent  only  under  special  consent  for  items  which 
'Were  of  unusual  importance.  "jhlu 

Last  August,  as  I understand  it.  the  sterling  areas  also  decreed  that 
sterling  should  not  further  be  used  for  conversion  into  dollars  without 
co„..em  of  tlie  sterling  area.  The  result  of  that  restriction  set  bv 

ioi  jlipanll  ■' 

imperials  for  the  produHioiriif  JajS  textiles 
. From  the  bepnning  SCAB  as  Supreme  Command.  Allied  Powers 
m 1 oyko  have  been  financing  each  pun  base  of  raw  materials  for  their 
cottmi-textile  industry  by  special  efforts  which  have  been  made.  A 
most  noteworthy  effort  was  a loan  from  the  Commodity  Credit  Cor- 
poration for  the  purchase  of  American  cotton.  That  loan  had  a liiiiita- 
tioii  that  all  of  the  goods  made  from  that  cotton  would  have  to  be  .sold 
for  dollars  ami  not  for  sterling.  So  it  ran  right  into  the  face  of  this 

‘''Tha/k  H market  as  a result. 

M'l  ^ condition  wliicli  Ave  Faced  wlien  we  reached  Tokyo 

i iie  t iiAiuMAx.  How  loii^  were  you  oyer  tliere? 

ha?k  \hnnr^‘  Tokyo ’about  2 Aveeks,  sir,  and  have  been 

tl,  ^ ^ 'M’-  reported  the  same  condition  to 

us.  tiiat  something  was  needed  to  be  done,  to  finance  the  purchase  of 
raw  materials.  , i ui 

It  IS  our  belief,  and  the  belief  of  this  mission  that  ivent  to  Tokyo 
that  something  perhaps  .should  have  been  done  in  the  beginniii tr  to 
set  up  a revolving  fund  for  the  purchase  of  raw  materials  so  as  to 
relieve  tlie  agents  of  the  Government,  that  is  the  Army  or  the  Supreine 
Comnianih  Alliecl  P()wers,  to  relieve  tliem  from  the  embarrassment 
of  having  doors  closed  m their  faces  by  world  markets  through  .such 
JnniTations  as  were  set  by  the  sterlin<r  ai  ea. 

'\Ve  submitted  16  suggestions  to  General  MacArthur  and  the  first 
of  these  suggestions  which  he  approved  heartilv  Avas  tliat  Ave  hriim 
lack  a messap‘  to  you  thp  they  are  greatly  in’ need  of  a revolving 
i<)r  the  nnanciii^  of  the  purchase  of  raw  niatei*ials. 
llie  ( HAimiAx.  Under  Avho.se  direction  Avould  that  he  exjiended? 
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Mr.  Jacohs.  I have  no  sugge.stion,  but  automatically  it  Avould  have 
to  he  expended  under  the  directions  of  tlie  Army,  Avho  are  occuiiying, 
hut  you  may  Avish  to  have  it  cleared  through  some  other  govern- 
mental agency.  I luiA^e  no  suggestion  to  offer  on  that.  sir. 

I am  thinking  only  in  terms  of  tlie  need,  not  in  terms  of  the  me- 
chanics of  t he  loan. 

Any  revolving  fund  Avliich  is  set  up  obviously  should  he  repaid  as 
tlie  goods  are  sold,  and  the  funds  should  come  hack  into  the  fund,  ami 
iiltimatelv  to  the  United  States  4’reasury. 

The  riiAiH.AiAX.  So  there  Avoiild  he  no  dilliculty  about  .selling  the 

goods,  then  i 

Mr.  .1  Aeons.  'I'licre  Avil!  he  no  ditliculty  about  the  selling  of  the  goods, 
if  you  set  up  a reA'olving  fund  which  give.s  SCAP  the  authority  and 
the  latitude  of  action  Avliich  Avill  enable  them  to  dis]iose  of  the  goods. 

If  you  tie  their  hands,  as  they  Avere  tied  in  the  case  of  the  contract 
AA'ith'the  Commodity  C'redit  Corporation,  then  you  Avill  have  the 
same  dilHculty  that  thev  have  iioav. 

The  CiLUR.AiAX.  ’Wliat  kind  of  goods  Avill  he  made  from  these 


fibers t 

Mr.  Jacous.  Primarilv  goods  Avhich  Avould  normally  hnd  a market 
in  the  Orient,  such  a.-  the  dhoti  that  the  Indians  Avear.  the  long  coats 
that  they  A\rai)  around  themselves.  A’arious  types  of  loin  cloths  and 
shorts  and  other  types  of  simple  clothing  AA*orii  by  the  natives  through- 
out the  Orient  and  in  Africa. 

The  Chairmax.  Tliev  do  not  have  much  in  the  Avay  of  clothing. 

Mr.  Jacous.  Xot  very  much.  sir.  As  a matter  of  fact,  they  are 
wearing,  I believe,  less  today  than  they  have  Avorn  for  a long  time. 

Senator  Eastlaxd.  Japan  Avas  historically  one  of  the  biggest  spin- 
ners of  Avool.  AA’as  it  not  ? 

Mr.  J.Acous.  AYs.  sir.  t 

Senator  E.astlaxd.  They  can  spin  the  stocks  that  the  Commodity 
Credit  Corporation  noAv  has.  They  haA'e  no  avooI  stocks  to  spin. 

Mr.  flAi'ous.  They  are  Viadly  in  need  of  aaixiI  stocks  today. 

We  helieA'e  that  a reA’olving  fund  set  up  by  (kmgress  aa’iII  he  far 
superior  to  a fund  giA’en  as  a charitable  gift.  We  helieA'e  it  will  finance 
itself.  We  believe  it  Avill  be  sound  busine.ss.  and  Ave  believe  it  aviU 
speed  up  the  time  Avheu  the  Japanese  industry  will  get  back  on  its 

feet. 

The  (biAiiniAX.  General  MacArthur.  did  he  seem  to  he  favorable 

to  this  ? . r 1 1 1 

Mr.  Jacous.  AYs.  sir;  he  is  faA'orable  to  it.  We  take  the  Avord  from 

the  Armv  that  $150,000,000  is  the  apjAroximate  amount  that  Avould  be 

« 

needed.  n ■ i i 

Senator.  I could  talk  on  at  length  about  our  findings  tliere.  col- 
lateral themes,  but  I Inn’e  given  you  our  major  reasons  for  making 
these  recommendations. 

I Avould  like  very  much  for  the  Senators  to  ask  me  any  questions 

Avhich  thev  have  to  ask.  . . 

’We  lieli'eve  that  it  is  an  unusual  ]Aosition  for  the  American  textile 
industry  to  be  in.  to  come  here  to  ask  you  to  set  up  fund  to  finance 
the  inirchase  of  cotton  for  the  farmers,  to  rehabilitate  an  imlustry 
Avhich  has  been  one  of  our  chief  com])etitors  prior  to  the  Avar  in  the 

textile  indiistrv. 
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Senator  Thojias.  I wish  you  would  ^ive  us  information  for  the 
record  on  the  status  of  the  cotton  industry  throu"liout  the  world.  I 
mean  the  raw  products.  What  countries,  fir.st,  produce  raw  cotton? 

Mr.  Jacobs.  The  United  States  first ; second,  India,  I think. 

Senator  Tiioji.vs.  Can  you  give  us  the  s])ecific  amounts,  approxi- 
mately? 

Mr,  Jacobs.  I cannot  from  memory,  but  3 have  the  information  in 
my  hag,  and  I will  be  glad  to  get  it  for  you. 

The  CiiAiHMAx.  Which  country  is  second  ? 

Mr.  Jacobs.  India,  largely  I^akistan.  Third  is  Egypt,  fourth  is 
Brazil,  and  then  there  are  10  or  15  smaller  countries  with  much  smaller 
and  insignificant  amounts. 

Senator  Thomas.  Does  Russia  produce  any? 

Mr.  Jacobs.  Yes.  I beg  your  pardon.  Russia  comes  ahead  of 
Brazil,  maybe  ahead  of  Egypt.  Russia  is  in  thii'd  position,  I under- 
stand. 

Senator  Thomas.  If  you  can.  give  us  the  status  of  the  present 
supply  of  cotton  throughout  the  world.  I saw  in  the  ])ai)er  not  long 
ago  it  was  about  iM.OOO.OOO  bales  at  this  time.  Is  that  a])proximately 
correct  ? 

Mr.  Jacobs.  I have  not  made  a capital  study  of  that. 

Senator  Thomas.  Could  you  give  us  information  on  that  score? 

Mr.  Jacobs.  I will  be  very  glad  to  get  that  information  later  but 
1 do  not  have  it  now. 

Senator  Thomas.  How  much  cotton  have  we  in  this  country  at  the 
ju’esent  time,  if  you  know? 

Mr.  Jacobs.  Senator,  if  you  will  allow  me.  it  may  be  a little  in- 
formal for  your  program  but.  I would  like  to  ask  Mr.  Reed  Dunn, 
of  the  Xational  Cotton  Council,  to  answer  those  questions.  Would 
you  mind  INIr.  Dunn  answering  those  questions? 

The  Chairmax.  State  your  name  and  official  position. 


STATEMENT  OF  REED  DUNN,  FOREIGN  TRADE  DIRECTOR, 
NATIONAL  COTTON  COUNCIL,  WASHINGTON,  D.  C. 

Mr.  Duxx.  ^ly  name  is  Reed  Dunn.  I am  foreign  trade  director 
for  the  National  Cotton  Council, 

The  Chairmax.  How  long  have  you  been  associated  with  them  ? 

Mr.  Duxx.  1 have  been  associated  with  them  directly  and  indirectly 
for  about  10  years.  J^enator,  except  for  the  time  of  the  war. 

The  Chairman.  How  is  the  cotton  industry  going,  generally  speak- 
ing? 

Mr.  Duxn.  The  cotton  industry  in  the  United  States? 

The  Chairmax.  In  the  whole  world. 

Mr.  Duxx.  Well,  on  the  world  basis,  the  most  significant  aspect  of 
the  cotton  situation  is  that  we  have  reduced  the  stocks  which  were 
'UrjJus  at  the  end  of  the  war  to  a level  that  is  pretty  comfortable  at 
the  present  time,  but  no  longer  can  be  considered  surplus. 

At  the  end  of  the  war,  there  was  in  the  world  about  28.000,000 
bales  of  cotton.  In  a period  of  less  than,  slightly  less  than  3 years, 
we  have  cut  that  in  half.  At  the  end  of  this  season  we  expect  that 
he  world  stocks  of  cotton  will  be  down  around  14,000,000  bales. 

Senator  Thomas.  What  do  you  mean,  the  end  of  the  season,  the 
1st  of  July  ? 
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Mr.  Duxx.  July  31,  1948.  , . . 

Senator  Thomas.  Where  will  that  cotton  be  located  at  tluit  tune? 

Mr.  Duxx.  I could  give  you  all  of  this  from  our  records.  Senator. 

I am  speaking  from  memory,  so  that  these  figures  will  be  round  figures. 

Senator  Thomas.  That  will  be  all  right,  so  far  as  I am  concerned. 

Mr.  Duxx.  We  will  carry  over  in  the  United  States  between  3 and 
3%  million  bales  of  cotton.  That  is  of  the  14,000,000.  And  in  the 
other  producing  countries,  the  carry-over  will  be  small ; probably  no 
more  than  a million  and  a half  bales  in  all  of  the  other  producing 
countries.  This  is  exportable  surplus,  not  including  mill  stocks,  but 
mill  stocks  in  other  producing  countries  are  quite  small.  India  is  the 
only  one  that  carries  a sizable  stock,  and  that  might  be  a million  bales 
of  mill  stock  in  India. 

The  Chair.max.  How  is  the  condition  of  the  industry?  How  does 

it  conqiare  at  this  time  with  previous  years  ? 

Mr.  Duxx.  The  cotton  textile  industry  in  the  United  States,  Sen- 
ator. is  spinning  today  at  the  rate  which  it  spun  in  1942.  It  is  the 
highe.st  in  any  time  since  1942.  The  rate  of  consumption  at  the 
piTsent  time  i’s  about  9.000.000  bales  a year.  That  is  slightly  less 
than  last  vear.  almost  equal  to  consumption  the  year  before  that. 

The  Chairmax.  Is  there  an  abundance  of  cotton  in  the  world  today  ? 

]\Ir.  Duxx.  I would  not  call  it  an  abundance,  Senator.  There  is 
enough  cotton  in  the  world  today.  Next  year  the  consumption  of 
cotton  in  the  world  will  probably  be  limited  by  the  supplies  of  cotton 
in  the  world.  To  put  it  quite  pointedly,  the  world  this  year  will 
consume  about  28,(K)0,0()0  bales  of  cotton.  This  year  we  produced 
about  28.000,000  bales  of  cotton. 

We  will  not  be  able  to  eat  out  of  those  carry-over  stocks  any  longer, 
because  there  is  no  surplus  in  the  carry-over.  It  is  just  sufficient  for 
Avorking  stocks.  The  surplus  Avill  be  in  very  short  Indian  cottons, 
three-fourths  and  shorter,  and  in  very  long  Egyptian  cotton,  1% 
inches  and  longer,  and  they  do  not  add  u})  to  but  a million  bales. 

Senator  Eastlaxd.  Of  course,  by  the  laws  of  mathematics,  we  have 
a big  cotton  crop  coming  on  in  the  United  States  in  1948. 

Mr.  Duxx.  Yes,  sir. 

Senator  Eastuaxi>.  We  have  to  find  exports  outlets. 

Mr.  Duxx.  Yes,  sir.  Thank  jmu.  Senator,  for  mentioning  that. 

What  Ave  have  to  look  to  is  next  year.  Our  crops  for  the  last  3 
years  haA  e been  small.  This  coming  year  AA'e  expect  to  be  larger  than 
they  haA’e  lieen  since  before  the  AA  ar.  ^ on  see,  Ave  are  still  doAAui  much 
beloAV  the  preAvar  aA^u-age  production. 

Senator  Eastlaxd.  It  Avill  increase,  Avill  it  not,  because  you  have 
much  more  acreage,  labor,  and  much  more  machinery  ? 

^Ir.  Duxx.  Yes,  sir. 

Senator  Eastlaxd.  In  cotton-prodncing  areas,  than  you  had 
heretofore  ? 

Mr.  Duxx.  Yes,  sir. 

Senator  Thomas.  A couple  of  years  ago  Ave  only  produced  about 
8I/2  million  bales,  and  the  price  Avent  up  perceptibly,  and  that  caused 
a sHmulation  in  the  cotton  production  in  this  country,  and  last  year, 
1947,  Ave  raised  IU/2  million  bales. 

Noav  the  price  is  still  about  the  same.  Do  you  not  think  that  will 
stimulate  additional  production  this  year? 

Duxx.  It  certainly  will. 
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Soiiati))'  Kastuaxi).  .Vroiind  H,00O.()O()  bales  Ave  Avill  spin  about 
O.OOO.OOO  in  tins  country;  will  we  not? 

Mr.  Dux'x'.  ^ es.  We  have  anticipated  that  consuini>tioii  iu  this 
country  will  be  around  b.0(M.OOO  bales,  as  lon<;  as  national  income  is 
up  about  to  the  ‘iOO.OOU.OOO.OOO  level  and  employment  around  60,- 
lOO.Ooo  level. 

Mr.  flACOBs.  I think  it  is  well  to  remember.  Senators,  that  Japan 
was  the  first  and  largest  foreign  customer  of  the  American  cotton 
tarmer  ])rior  to  the  war.  At  that  time  they  were  o})eratin<i  .somethin^ 
over  l’J.OOO.O(K)  spindles.  'I’oday  they  are  operating  only  1,800, (KIU 
-pindles. 

The  CiiAiKAtAx-.  How  do  von  explain  that  ^ 

r.  J.vcoBs.  Some  of  those  spindles  Avere  killed,  Avere  destroyetl  by 
l>ombs,  during  the  Avsir.  Others  Avere  dismantled  for  Avar  j)ur})oses 
to  get  steel  for  armor  plate,  and  Avhat  luiA'e  you,  and  then  still  another 
group  of  spindles  remained  standing;  and  they  are  standing  today. 
1 hey  haA’e  •i.!)00,000  standing,  1,800,000  operating,  and  before,  the  war 
hey  had  12,000,000. 

The  Ch.airaiax'.  The  situation  must  be  pretty  tough  on  them;  is 
It  not  ? 

Mr.  Jacobs.  Tes,  sir.  They  do  have  a great  many  hamlicaps,  and 
they  are  going  to  be  sIoav  getting  back  on  their  feet.  They  baA’e  a 
program  Avliich  im’oh’es  tlui  inci'ease  in  their  productiA^e  capacity  to 
ibout  4,000,tJ00  spindles,  and  they  hope  to  reach  that  by  lOoO.  Some 
experts  liaA'e  told  me  that  tbev  doubt  Avlietber  they  Avill  reach  it  before 
19,-)2or  19r>8. 

The  CWaihmax'.  Does  not  that  Avork  to  the  advantage  of  our  pro- 
lucers  in  this  country  ? 

Mr.  Jacobs.  No;  I do  not  think  it  affects  ns  one  Avay  or  the  other. 
Ia|)anese  normally  sell  theii'  goods  in  the  oriental  and  colonial  terri- 
ories  where  Ave  do  not  go. 

Senator  Thye.  Is  not  part  of  their  trouble  shortage  of  the  dollars 
o buy  the  ruAv  materials? 

Mr.  Jaa’oBvS.  Yes,  sir;  that  is  the  problem  in  Japan.  That  is  the 
uajor  problem,  getting  the  dollars  to  buy  the  raAv  materials,  and  that, 
if  course,  is  the  purpose  of  this  bill. 

Senator  Thye.  I think  so. 

Senator  Young.  I think  you  have  Avorked  out  a very  good  deal  to 
lelj)  them  out,  and  I Avant  to  commend  you  for  your  broad-minded 
cieAvpoint,  because  you  are  setting  up  competition,  but  I belieA'e  that 
)roduction  Avill  be  used  in  that  area  for  a long  AA’hile  to  come. 

I Avas  AA’ondering  if  you  had  any  estimates  on  Avhat  proportion  of 
he  purchases  to  be  made  avouIcI  be  of  avooI,  hides,  and  cotton,  and  so  on. 

Mr.  J acobs.  What  proportion  of  the  purchases  to  be  made? 

Senator  Young.  Under  this  fund. 

Mr.  J ACOBS.  Under  this  fund  ? 

Senator  Young.  Yes. 

Mr.  J ACOBS.  I should  think  all  of  that,  practically  all  of  it  Avould  be. 

Senator  Youx'g.  Wh  at  propoidion  Avonld  lx?  avooI  and  Avbat  projmr- 
ion  Avould  be  cotton  ? 

Mr.  Jacobs.  I have  no  figures  on  that.  sir.  It  Avould  depend.  We 
vould  assume  very  largely  upon  the  speed  of  rehabilitation  of  the 
lajianese  industry.  If  their  machinery  for  the  mannfacture  of  Avoolen 
‘loth  is  brought  in 
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Senator  Young.  What  percentage  Avonld  be  avooI  and  Avhat  percent- 
age Avouhl  be  cotton  or  hides  that  avouUI  be  used  of  this  fund?  AVhat 
do  they  need  Avorst,  the  cotton  or  wool  ? 

Mr.  Jacob-s.  I Avould  say  that  they  need  cotton  definitely  Avorse. 
Thei‘(‘  is  a major  factor  influencing  the  cotton  situation  that  does  not 
influence  aa'ooI  or  hides.  The  natiA^es  in  the  Orient  Avho  are  accus- 
tomed to  bi’inging  the  raAv  mateihals  in  from  the  fields  or  from  the 

trees,  snch  as  rubber  and  crude  rubber  and  Avhat  have  you.  are  not 

\ 

accustomed  in  the  past  to  dejiending  upon  currencies  for  their  com- 
pensation. They  like  barter.  They  like  to  have  clothes.  They  like  to 
liave  clothes  and  Japanese  textiles  haA’e  been  A’ery  largely  used  for 
that  ])urpo.se  in  the  jiast. 

Senator  Young.  They  could  even  barter  for  rice  and  other  food 

that  tbeA'  need.  too. 

« 

Mr.  Jacobs.  Yes.  indeed;  and  if  by  tbis  method  through  this  bill 
Avith  latitude  given  to  SCAAP.  there  is  the  o])portunity  to  sell  Jajia- 
nese  textiles  iitto  those  areas;  if  there  is.  then  I think  it  Avill  have  a 
A’ery  salutary  effect  and  A’ery  fine  effect  npon  the  speeding  up  of  the 
])roduction  of  some  of  those  critical  raAv  materials  Avhich  are  needed 
so  badly  In’  tbe  Avorld.  such  as  coj)i‘a  and  rubber  and  tin. 

The  (hiAiKMAX’.  What  Avould  have  that  effect  ? 

Mr.  Jacobs.  The  supplying  of  Ja})anese  textiles  Avith  Avhich  to 
make  garments  for  the  natives,  and  to  pay  the  natives  in  the  place  of 
money.  They  do  not  use  money. 

* ft  « 

The  (hiAiK.AiAN.  Are  they  doing  very  much  along  that  line  noAv  ? 

Mr.  Jacobs.  Doing  none  of  it  today,  and  this  bill  Avould  facilitate 
that  movement.  Avhat  they  call  the  barter  movement,  and  it  is  the. 
method  used  by  the  Japanese  in  the  past. 

The  Chairman.  You  think  it  is  really  desirable. 

Mr.  Jacobs.  Yes,  sir. 

'I'he  Chairaian.  From  our  standpoint? 

]\Ir.  Jacobs.  From  the  standpoint  of  tbe  Avelfare  of  the  United 
States  at  large,  (hhtical  materials  that  AA’e  haA’e  ti'oiible  getting,  rep- 
tile skins,  copra,  tin.  rubber,  jute,  and  items  of  that  kind  that  are  in 

short  su])ply  in  this  country  eA’en  noAV,  and  if  aa’c  can  speetl  up  those, 
it  Avill  help. 

Senator  Ihye.  M hat  yon  are  deA'eloping  here  AA’ould  be  future  mar- 
ket as  Avell  as  tbe  immediate  market.  The  i-otton  and  the  avooI  or  the 
hiiles  that  would  go  oA’er  there  AA’ould  jAermit  their  iiulustries  to 
inci’ease  their  production  or  increase  their  activities  to  give  enpiloy- 
ment.  Ihis,  in  turn,  Avould  lessen  the  amount  of  real  support  or 
a'^sistance  that  Ave  AA’ould  have  to  render  through  the  army  of  occu- 
Iiation.  Then  they  Avonhl  take  a product  Avhich  they  manufactured 
and  trade  that  for  a product  that  conld  in  turn  be  sent  to  the  United 
States,  panicularly  commodities  or  products  that  Ave  need  over  here, 
dims  you  Avould  have  a continuous  process  and  our  dollars  Avouki 
actually  initiate  what  you  might  term  a "reA’olving  transaction.’' 

Mr.  Jacobs.  That  is  a very  clear  statement  of  the  Avhole  plan. 

Senator  Thye.  That  is  Avhat  Ave  had  in  mind  in  this  bilk  What 
you  accomplish  here  Avill  be  ]>rimarily  to  stimulate  business  Avitb  a 
country  and  in  the  years  to  come  Ave  will  be  able  to  enjoy  an  export 

business  from  our  oAvn  cotton  fields  or  from  our  oAvn  jiroducts  here, 
in -America. 

Mr.  Jacobs.  That  is  correct,  sir. 
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Senator  Youxg.  1 am  M’onderin|r  how  yon  will  work  out  the  wool 
leal,  though.  I inia<riDe  about  half  of  the  wool  that  is  used  in  the 
Tnited  States  comes  from  Australia. 

Mr.  J.vcoHs.  Yes. 

Senator  Yoi  x(j.  It  comes  to  San  Francisco  and  carries  a freight  rate 
^f  S1.05  a hundred  all  the  way  from  San  Francisco  to  Boston,  where 
jiir  wool  in  North  Dakota  carries  a rate  of  about  $1.’20— 15  cents  more 
lo  ship  half  the  distance.  I could  not  see  tlie  sense  of  hauling  wtx)l 
clear  over  here,  and  our  buying  it  and  shipping  it  back  to  Japan.  I 
think  some  arrangements  should  he  made  to  purchase  the  wool  direct 
from  Australia. 

Mr.  Jacobs.  It  would  be,  sir. 

Senator  Youxg.  To  relieve  our  market  here  of  the  burden  of  this 
Australian  wool  in  some  way. 

Senator  Eastlaxd.  The  C'ommodity  Credit  Corporation  has  a stock 
pool  of  around  300,000,000  pounds  of  low-grade  wool ; no  market  for 
it.  The  object  is  to  Avork  that  wool  off. 

Senator  Youxg.  \Ve  might  ship  over  a part  of  this  300,000,000 
])ounds  of  wool  to  Japan,  but  what  is  the  siaise  of  hauling  that  v ay 
over  there  when  Ave  haul  Australian  avooI  oA’er  here  again  ? 

Senator  Eastbaxu.  This  is  avooI  not  spun  in  this  country.  There  is 
a stock  here  in  the  hands  of  the  Government  that  has  $200,000,000  of 
funds  of  the  Commodity  Credit  Corporation,  that  should  be  used  for 
support  prices,  tied  up,  and  is  at  present  depressing  avooI  prices  in  this 
country.  There  is  no  market  for  it.  Spinners  do  not  Avant  it. 

Senator  Youxg.  It  seemed  to  me  some  arrangement  could  be  Avorked 
out  under  a quota  system  or  an  agreement  Avith  the  Australian  Goa^- 
ernmeiit  tliat  part  of  their  aa'ooI  AA'oiild  be  diA'erted  to  Japan  and  more 

of  ours  used  here.  x ■ 

Senator  Eastlaxd.  That  is  something  in  the  future.  It  is  to  the 
Avool  groAvers’  interest  to  get  this  stock  in  this  country  that  is  depress- 
ing prices  and  for  Avhich  there  is  no  market  in  this  country  spun  and 
used,  and  gotten  rid  of.  That  is  Avhat  I understood  from  the  Army 
they  Avauted  this  bill  for. 

Senator  Youxg.  I agree  Avith  you.  I am  trying  to  get  aAvay  from 
the  double  haul,  bringing  it  over  here  from  Australia,  and  then  ship- 
ping it  back  there. 

Senator  Eastlaxd.  This  loAv-grade  avooI  is  here. 

Senator  Youxg.  It  is  not  all  loAv-grade  w(>ol. 

Senator  Eastlaxd.  Priniarilv  it  is.  It  is  here  noAv. 

Mr.  Jacobs.  If  this  bill  is  passed,  I am  quite  sure  there  Avould  un- 
doubtedly be  some  direct  trading  betAveen  Australia  and  Japan. 
Senator  Youxg.  I think  there  should  he. 

Mr.  Jacobs.  We  talked  Avith  some  of  the  representatives  of  Aus- 
tralia, as  Avell  as  the  other  countries,  Avhile  Ave  were  there,  and  they 
are  interested  in  Japanese  stocks  and  interested  in  selling  their  avooI. 
The  Chairman.  They  seem  to  be  pretty  iavorable  to  this  program. 
Mr.  Jacobs.  Yes,  sir;  and  Senator,  I Avoiild  like  to  say  in  support 
of  the  statement  that  has  just  been  made  the  A^ery  clear  explanation 
of  the  system  of  barter,  three-  and  four-cornered  trades  which  AVOiild 
be  tile  heart  of  tliis  program.  It  merely  means  that  this  bill  Avoiild 
initiate  and  facilitate  a situation  in  Avhich  the  Congress  Avould  start 
the  ball  rolling  Avith  its  dollars,  and  as  the  result  of  that,  goods  would 
be  sold  or  traded  for  raAv  materials  in  countries  that  have  a shortage 
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of  dollars  avIio  Avould  then,  of  course,  sell  their  short -.siq>i)ly  mate- 
rials to  the  United  States  to  private  interests  and  get  dollars  so  as 
to  take  the  dajianese  industry  out  of  the  pocketbook  of  the  American 
people,  and  off  the  shoulders  of  the  United  States  Congress.  That 
is  the  general  purpose  of  it. 

There  are  two  amendments  suggested  by  Secretaiy  Royidl,  both 
of  Avhich  I think  are  sound.  The  first  amendment  has  as  its  pur- 
po.se  the  expansion  of  the  program  to  coA'er  the  other  captiAe  or  lib- 
erated countries,  anti  I think  Ave  Avill  all  agree  that  it  is  sound  if  Ave 
are  going  to  do  the  job  for  the  Japanese  industry,  A\e  luiA'e  a similar 
jiroblem  where  Avhat  is  gootl  for  the  goose  may  be  good  for  the  gander. 

The  second  amendment  is  designed  to  so  free  the  hands  of  the  Su- 
pi-eme  Commander,  Allied  PoAvers.  as  to  enable  them  to  enter  into 
such  trades  and  bartering  as  has  jiLst  been  suggested.  I am  very  much 
in  favor  of  both,  and  I believe  that  SCAP  Avould  approve  both. 

Senator  Thyk.  1 Avould  like  to  ask  just  one  further  (juestion  of  the 
Avitness.  While  you  represent  the  cotton  industries,  you  definitely 
haA’e  in  mind  that  you  do  not  intend  just  to  supply  cotton  to  the 
Japanese  industries  or  the  spinners  over  there.  This  is  a broad  })ro- 
gram  intended  to  take  some  of  the  avooI  of  the  CommoditA’  Credit  Cor- 
poration  which  it  finds  is  undesirable  so  far  as  the  textile  people  here 
are  concerned,  because  it  is  short  fiber  and  the  textile  jieople  have  been 
more  anxicnis  to  get  the  longer  fibers  from  the  Australian  avooI.  I am 
concerned  that  Avhere  aau  make  availahle  this  money  it  Avill  be  expended 
by  those  in  charge  not  only  foi-  the  cotton,  but  for  the  avooI,  the  hides, 
and  so  that  in  general  there  Avill  be  a general  effect  on  tho.se  industries 
in  Ja])an,  rather  than  merely  the  cotton  industries. 

Mr.  Jacobs.  I agree  Avith  that. 

Senator  Tha’K.  1 am  only  thinking  in  terms  of  what  Senator  East- 
land  said  that  there  is  a great  amount  of  avooI  here  that  is  unde- 
sirable because  of  the  short  fiber,  and  you  Avant  to  move  that.  M’e 
do  want  to  find  the  dollars  we  make  -available  going  in  a round-about 
Avay  to  Au.stralia,  picking  up  the  avooI  there,  sending  it  on  to  flaj)an. 
ancl  leaving  our  wool  lying  in  storage  here. 

I just  Avanted  that  for  the  record,  so  that  there  Avill  be  no  (piestion 
AA'lien  Ave  come  to  examining  Avhere  the  money  went  as  to  AA'hat  the 
intent  Avas. 

Senator  Eastlaxd.  I think  Ave  Avill  all  agree  on  that. 

Mr.  Jacobs.  I certainly  agree  Avith  that. 

Senator  Aikex.  HoAv'long  do  you  think  the  revolving  fund  Avill  be 
needed  ? 

INIr.  Jacobs.  Until  peace. 

Senator  Aikex.  And  has  private  indu.stry  shoAved  any  interest  in 
financing  these  transactions? 

Mr.  Jacobs.  Senator,  there  is  on  foot  at  the  present  time  negotiation 
Avith  the  bankers  for  a loan  for  Supreme  Command,  Allied  Po\\-ers, 
on  what  thev  call  the  gold  pot,  Avith  the  captured  gold  and  ]u-ecious 
stones  as  collateral.  That  has  run  into  a lot  of  ramifications  and  has 
been  greatly  delayed  in  its  completion. 

Senator  Eastlaxd.  How  long  have  those  negotiations  been  going 


on ' 


Mr.  Jacobs.  Since  I believe  the  middle  of  last  year;  quite  a long 
time. 

Senator  Ea.stlaxd.  That  is  right ; since  last  August. 
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. Senator  Aikkn.  Do  yon  believe  tliat  the  ti  ansactions  will  be  profit- 
able enoufih  so  that  ibe  money  will  be  repaid? 

Mr.  .1  AooBs.  1 do.  I am  vei’y  confident,  sir.  that  the  value  added 
by  mannt'actui’e.  added  to  the  raw  ])i'oducts  by  manufacture,  is  .such 
a wide  mai'<iin  that  theiv  will  be  no  (piestion  abont  the  ivpayment  of 
the  loan. , 

Senator  Aikkn.  Is  the  Commodity  Credit  Corporation  experiencinj^ 
any  diilicultv  in  recovei'inof  its  loan  ? 

Mr.  fj.vcons.  Yes:  because  of  its  own  contract  which  specifies  a con- 
dition which  rules  out  this  system  of  barter  and  three-  and  four-cor- 
nered  trades. 

Senator  Aiken.  IVhat  has  become  of  the  cotton  which  Commodity 
Credit  Corporation  has  financed  for  the  mills  ? 

Mr.  J ■U'ons.  T think  that  a ^ood  portion  of  their  loan  has  been  re- 
paid to  them.  There  is  a stock  of  c;oods  in  daiian  today  unsold,  and 
we  have  just  recommeuded  to  Mr.  IVilliams.  one  of  the  finest  merchan- 
disers in  America,  to  them;  and  he  has  cjone  to  Japan,  and  is  there 
now.  and  .settiim  un  a system  for  the  sale  r>f  and  merchandisinir  of 
those  textiles. 

Senator  Aiken.  It  is  a (piestion  of  market  in<x  what  they  have? 

Mr.  .Iacous.  That  is  riiiht. 

Senator  Aikkn.  And  you  feel  that  CommoditA'  Credit  will  lie  fully 
reimbursed  ? 

Mr.  J.vcoRs.  Oh.  yes;  nndoubteiUy,  sir.  As  a matter  of  fact,  I re- 
(.Mith’  suitirested  that  they  liaA'c  too  much  of  collateral  for  the  amount 
that  they  have  loaned. 


.Senator  Aiken. 


t 


I'he  (kanmodity  (’redit  does  ol  ject  to  takiim'  their 


pay  in 

iMr.  Ja('OI5s.  In  anytbinp;  but  dollars. 

Senator  Aikkn.  Or  reptile  skins. 

Mr.  Jai'ohs.  Well.  sir.  1 do  not  thitd?  that  this  revolvino-  fund  should 
receive  any  paA’  for  the  cotton  in  anythin^'  but  dollars,  just  as  the 
Commodity  Credit  Corporation  has  ivcpiircd.  but  they  haw  a limi- 
tation that  you  cannot  sell  the  p;()()ds  foi-  anythin*:  but  dollars. 

Senator  .Vikkn.  You  would  jicianit  the  Japaiu'se  manufacturers  to 
barter  their  products,  and  then  convert  the  pfoods  they  take  in  exchanc'e 


into  dollars. 

Ml-.  Jacoi  s.  That  is  ripht.  sir.  That  is  the  heart  of  this  problem. 

Senator  Kastkanu.  1 liat  is  foi-  enough  dollars  to  repay  the  ])ool. 

Mr.  Ju'i.r.s.  That  is  riirht. 

Senator  Kastkanu.  And  the  rest  which  was  proHt  would  ufu  in 
Japanese  economy,  and  would  reduce  our  costs  of  occujiation. 

Senator  Aiki  n.  Is  the  rate  of  pay  in  the  Japanese  textile  mills  on  a 
higher  level  than  it  was  before  the  war  ? 

Mr.  Jacobs.  Y(‘s.  very  definitely. 

S-enator  Aiken.  It  is  beinp-  brou;:ht  up? 

IMr.  .Iacors.  \ (>s.  sir. 

Senator  Aikkn.  So  that  Avhen  the  industry  eventually  recovers. 
Japan  would  not  have  the  extreme  adA’antaite  in  the  world  markets 
t hat  she  had  previous  to  the  Avar. 

Mr.  J ACOUS.  It  Avill  not. 

S ‘iiator  Yi.rxo.  The  real  problem  oA'er  there  with  their  sni-plus 
: ilks.  th(*y  have  practically  lost  their  world  nuirket.  Iuiat  they  not? 
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Mr.  Jacobs.  It  has  been  f^reatly  reduced  by  the  intrciduction  of  nylon, 
of  course,  and  they  have  shijiped  .some  raw  silk  to  this  country,  Avhich 
thev  have  had  difficulty  selliiij:  because  of  any  loan,  and  Ave  recom- 
mended as  one  of  our  IG  jioints  that  it  Avotdd  be  smarter  fOr  them  to 
ship  woven  silk  cloth  into  this  country. 

Senator  Thomas.  Do  you  knoAV  of  any  objection  to  this  bill  ? 

Mr.  .Jacobs.  No.  sir. 

.Senator  Thoaias.  Do  you  knoAv  of  any  interests  in  this  coimlry  that 
Avould  have  any  cau.se  for  objection  if  they  kneAv  all  about  it? 

Mr.  Jacobs.  I do  not  think  so,  sir.  I do  not  see  hoAv  anyone  could 
have  any  objection  to  tliis  hill.  I think  it  is  \-ery  sound  economics. 

The  Chaikaian.  You  mentioned  General  MacArthur.  \ou  talked 
Avith  him  OA'er  there  ? 

iMr.  JyaiBs.  Yes.  several  times. 

'Fhe  Chaikaian.  Did  yoti  talk  Avith  him  about  this  iiroposal  ? 

Mr.  JxaiBs.  Yes.  sir. 

The  Chaikaian.  Hoav  does  he  like  it  ? 

Mr.  Jacobs.  He  approves  it  thoroughly. 

Senator  Aiken.  You  belieA'e  that  the  inircha.ses  of  the  raAv  material 
should  be  restricted  to  natural  fibers? 

Mr.  Jacobs.  Yes. 

.Senator  Eastland.  To  tlie  exclu.sion  of  rayon  ? 

Senator  Aiken.  It  iioav  excludes  purchase  of  rayon  fibers.  Does  it 
enter  into  the  Japanese  manufacturing  industry  to  any  extent? 

Mr.  Jacobs.  It  is  relati\'ely  .small,  but  it  is  groAving. 

Senator  Aiken.  Do  they  produce  their  own  fibers  or  purchase  them  ? 

]\Ir.  Jacobs.  They  produce  some  and  they  purchase  some.  I do  not 
knoAV  the  proportion. 

Senator  Pepper.  These  raAV  materials  are  to  be  processed  in  Japan  ? 

Mr.  Jacobs.  Yes,  sir. 

Senator  Pepper.  They  are  expected  to  paA"  us  back  in  due  course  ? 

Mr.  J acobs.  Yes. 

Senator  Pepper.  For  tbe  funds  that  Ave  advance? 

3Ir.  Jacobs.  Yes,  the  bill  provides  for  that  specifically. 

.'Senator  Aiken.  And  at  2Vo  percent  interest.  Senator. 

Senator  Pepper.  What  do  you  see  as  the  future  of  Japan  in  the 
Avorld  markets  ? 

Mr.  Jacobs.  I think  that  their  future  is  A^ery  indefinite  and  squally. 
SeA'cral  conditions  haA’e  entered  into  their  industrial  set-up  there 
Avithin  recent  months  AA’hich  are  going  to  tie  their  haiuks  seA'erely. 
They  are  havdiig  a great  deal  of  difficulty  reestablishing  themselves  in 
these  Oriental  markets  because  of  the  attitudes  of  their  captors,  the 
British  and  the  Chinese,  Filipinos,  and  Australians,  and  AA'hat  have  you. 

Senator  Aiken.  Are  you  satisfied  that  making  this  money  available 
for  Japan  to  buy  natural  fibers  in  this  country  Avill  not  create  a short- 
iige  in  the  United  States? 

Mr.  J.vcoBs.  No,  I am  quite  sure  it  Avill  not,  sir.  We  Avill  be  able 
from  our  crop  and  our  supply  here  to  take  care  of  the  Japanese  in- 
diistrv  Avithout  any  effect  on  our  situation  for  some  time  to  come. 
They  Avill  not  groAV  very  fast. 

Senator  Aiken.  The  reason  I ask  is  that  I read  in  some  paper  this 
morning  that  the  net  effect  of  this  bill  AA’ould  be  to  boost  fiber  prices 
in  the  United  States.  I forget  Avhere  I read  that. 

78907—48 3 
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Mr.  Jacobs.  1 am  not  an  expert  on  that  subject  hut  I do  not  see  lunv 
it  slionhl  affect  us. 

Senator  Aikex.  \ on  do  not  think  that  tlie  enactment  of  this  bill 
sliould  I’CMsult  in  an  abnormal  b(H)st  in  the  pidce  of  natural  fibers  in 
the  United  States'? 

Ml’.  Jacobs.  Xo.  sir.  and  I do  not  think  that  the  purchases  of  cot- 
ton by  Japan  or  wool  by  Japan  for  some  time  to  come  will  be  larjie 
enouirh  to  iiave  a material  effect  on  the  market. 

Senator  Thomas.  When  will  the  first  of  tins  year's  cotton  crop 
be^in  to  come  on  the  market  in  the  Southei  ii  States,  sonthern  Texas, 
for  example  i Is  that  July  or  August  ? 

Mr.  Jacobs.  Yes.  sir,  in  July. 

Mr.  I)i  XX.  The  first  part  of  August. 

Senator  Aikex.  Then  this  money  would  be  used  largely 
chase  cotton  ju’oduction  from  the  li)48  crop.' 

Mr.  Jacobs.  Yes.  sir. 

Simator  Aikex.  There  would  not  be  enough  carry-over. 

Mr.  Jacobs.  ^ es.  they  will  have  to  start  some  of  their  purchases 
pretty  .soon.  It  takes  3 months  to  buy  cotton  and  deliver  it  to 
.fapan.  and  they  lun'e  a supply  to  last  them  4 or  o months,  I think. 

Senator  Eastl.cxd.  When  would  they  have  to  start  curtailing  o])- 
erations  and  shutting  clown  mills  in  Japan  unless  they  get  this 
credit  i 

iSfr.  J.\coBs.  Within  30  days.  1 would  sav. 

Senator  Ea.stlaxd.  That  would  increase  our  occupation  (Osts. 

3.1r.  riACOB.s.  Yes.  sir.  very  greatly  our  occupation  costs. 

They  need  cotton  there  now;  they  need  it  pretty  badly.  lYe  ought 
to  have  cotton  started  pretty  soon. 

iSIr.  Duxx.  May  1 make  one  statement  in  answer  to  your  question 
on  supplies? 

Senator  Aikex.  Yes. 

Mr.  Duxx.  As  to  what  effect  it  might  have,  we  think  that  in  view 
of  the  prosjiects  of  the  Uidted  States  being  able  to  increase  its  cot- 
ton })roduction  hack  to  the  prewar  levels,  that  it  will  be  necessary  t<> 
provide  outlets  through  such  means  as  this  to  Japan  and  Germany 
in  order  that  we  move  that  cotton  out  of  the  United  States  to  pre- 
vent its  accumulation  again  in  the  Government  loans  which  over  a 
period  of  time  would  necessarily  bring  us  back  into  ])roduction  con- 
trol. We  think  that  with  such  machinery  as  this,  that  we  will  be 
able  to  move  the  normal  production  of  the  United  States  into  domes- 
tic consumiition  and  into  foreign  markets. 

Senator  Aikex.  You  feel  that  there  is  some  danger  of  the  collapse 
of  domestic  prices  if  we  do  not  find  some  outlet  for  the  production 
that  we  have? 

Mr.  Duxx.  We  know  there  would  be  a very  serious  accumulation 
of  cotton  in  this  country  if  we  did  not  provide  these  aid  programs, 
because  it  is  just  the  fact  that  the  peo})le  cannot  buy  them  today 
because  they  have  no  dollars  to  buy  them  with. 

Senator  Aikex.  And  that  surplus  might  become  a problem  as  early 
as  next  fall? 

iMr.  Duxx.  Yes,  sir. 

Senator  Youxo.  AVere  any  woolmen  over  at  that  meeting?  I Avould 
like  to  get  more  information  on  ■wool. 


Mr.  J ACOBS.  At  the  meeting? 
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Senator  Youxo.  Yes;  with  General  MacAithur. 

Mr.  J.ACOBs.  Xo;  but  we  talked  with  the  Australians  abinit  wool 
quite  at  length.  There  were  just  three  representatives  of  the  cotton 
textile  industry  there  in  Japan. 

Senator  Youxo.  I am  all  for  the  cotton  program.  1 am  trying  to 
find  out  what  share  the  avooI  industry  will  have  in  the  program. 

Mr.  Jacobs.  1 think  they  would  have  quite  a share.  1 really  think 
so.  1 think  there  are  good  possibilities  of  wool  manufacturing  in 
Ja])an. 

Senator  Tiioaias.  This  bill  provides  for  the  .shipping  of  hides 
abroad.  AVhen  those  hides  are  sliip]ied.  are  they  green  raw  hides, 
or  will  they  he  the  tanned  hides? 

Mr.  J ACOBS.  1 ilo  not  know,  sir. 

Senator  Tikiaias.  AVell,  the  Tanners  Council  have  advised  some  of 
us  that  they  are  opjiosed  to  tlie  bill.  The  Tanners  Council  must  think 
that  green  hides  Avill  be  shipjied  abroad  and  thus  deprive  them  of  the 
op])ortunity  of  jirocessing,  which  means  tanning  ami  jirocessing  those 
hides. 

I could  see  no  other  reason  why  they  should  object,  save  that  they 
will  lose  that  business  if  the  hides  are  sent  across  green. 

]\Ir.  Jacobs.  I do  not  know,  sir.  I did  not  write  the  bill,  and  I 
did  not  put  that  amendment  in,  and  I do  not  know  anything  about 
tanning. 

Senator  Tiioaias.  Senator  Eastland? 

Senaf()r  Easl.vxd.  1 could  not  give  yon  the  pictui'es.  Hides  and 
wool  were  placed  iii  that  hill  at  the  request  of  the  Army,  and  they 
Avill  be  here  next  week  to  give  their  plan. 

Senator  Tiioaias.  It  is  abvious  that  Japan  can  })rocess  any  com- 
modity more  cheaply  than  it  could  be  processed  in  this  country  be- 
cause of  the  abundance  of  chea])  labor  in  that  country,  and  the  hides 
would  have  to  be  sent  across  anyway,  and  a green  hide  is  not  very 
much  heavier  than  a tanned  hide,  so  it  Avould  be  to  the  advantage 
of  Japan  to  get  the  green  hides,  and  that  being  true,  the  Tanners 
Council,  which  represents  the  tanning  industry  of  this  country,  do 
have,  as  I can  see,  some  reason  for  opposing  this  bill,  because  they 
Avill  be  deprived  of  that  Imsiness. 

Mr.  J ACOBS.  We  might  op])ose  it  in  the  cotton-manufacturing  indus- 
try because  ultimately  it  is  leading  toward  depriving  us  of  business, 
and  we  went  over  to  Japan  originally  to  jirotest  against  the  possibility 
of  early  competition  with  the  textile  industry  in  America,  and  Avhen 
we  got  there  we  found  or  reached  the  conclusion  that  the  soundest 
practice  would  be  to  help  the  Japanese  people  get  back  on  their  feet, 
and  that  in  the  long  run  it  Avould  cost  us  less  to  get  the  Japanese  in- 
dustry on  its  feet  and  out  of  the  jiocketbooks  of  the  taxpayers  of 
America  than  it  would  be  to  try  to  hold  them  back  just  because  of  some 
tenqiorary  advantage  that  the  cotton-textile  industry  might  receive. 

I do  not  know  the  tanning  situation,  but  I would  certainly  recom- 
mend to  those  gentlemen  that  they  adopt  the  same  general  broad-gage 
attitude  toward  the  subject. 

Senator  Aikex.  Is  it  possible  that  they  are  short  of  shoes? 

Mr.  Jacobs.  That  is  true. 

Senator  Aikex.  Evidently  the  people  of  Japan  did  not  look  to  you 
like  they  would  have  been  good  customers  of  the  American  mills  for  a 
long  time. 
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Mr.  J ACOHs.  The  people  of  Jai)an  coiikl  use  the  American  textiles, 
but  they  would  use  their  supply  very  little  because  they  would  wear 
wooden  shoes. 

Senator  Aikex.  They  could  not  pav  the  price  ri»^ht  now. 

Mr.  J ACOBs.  They  are  pretty  poor. 

Senator  Eastland.  Is  it  )iot  a fact  that  last  year  under  the  textile 
[irooram  the  Japanese  textile  industry  supplied  roughly  (>5  percent  of 
the  iudustrial  production  of  that  country? 

Mr.  J ACOBS.  Yes,  sir ; it  is  a major  industry  in  Japan. 

Senator  Eastlaxd.  And  that  from  the  operation  of  that  industry 
they  made  a net  profit  of  $10,000,000  a month  from  runnin<r  the  Japa- 
nese textile  mills,  and  that  profit  of  $10,(X)0,000  a month  reduced  the 
■ost  of  occupation  and  saved  the  American  taxpayers  $10,000,000  a 
month? 

Mr.  Jacobs.  That  is  right. 

Senator  Thomas.  Mr.  Chairman,  I suggest,  if  there  Ix'  anyone  pres- 
ent who  is  opposed  to  the  hill,  they  be  given  an  opportunity  to  be  heard. 

The  CiiAiiiMAX.  We  will  be  glad  to  hear  anyone  that  wants  to  be 
ieard  on  the  bill. 

Thank  you  very  much.  Mr.  J acobs  and  Mr.  I )unn. 

Senator  AlKKN^  I think,  Mr.  Chairman,  we  ought  to  heai'  from  the 
.Vrmy  aud  the  Department  of  Agriculture.  And  it  looks  as  if  most  of 
IS  would  be  available  Tuesday  to  hear  them.  I do  not  think  there 
will  be  time  this  afternoon. 

The  Chairman.  If  any  of  these  people  here  are  from  a distance,  we 
would  like  to  hear  from  them. 

If  there  is  uo  one  else  who  wants  to  be  heard  on  this  bill,  we  will 
recess  until  10  o'clock  Tuesday.  We  will  reconvene  then. 

Senator  Aikex.  I think  we  ought  to  ask  the  Department  of  Agri- 
■ulture  and  the  Army  both  to  give  their  opinions  as  to  the  effect  both 
>n  Japan  and  on  our  producers  here. 

I'he  Chairman.  All  right,  then,  we  will  recess  until  next  Tuesday, 

it  10  o'clock. 

(Whereupon,  at  3 : 15  p.  m.,  a recess  was  taken  until  Tuesday,  March 
10, 1948,  at  10  a.m.) 
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TUESDAY,  MARCH  30,  1948 

IGNITED  States  Senate. 

COMMI'rTEE  ON  AGRICULTURE  AND  FoRE.STRY, 

Wa-'shington^  D.  C . 

The  committee  met  at  10  a.  m.,  pursuant  to  recess,  in  rooni  324,  Senate 
Office  Building,  Senator  Arthur  Capper  (chairman)  presiding.^ 

Present:  Senators  Capper  (chairman),  Aiken,  Bushfield,  loung, 
Thye,  Thomas,  Ellender,  and  Hoey. 

Also  present:  Senator  Eastland. 

The  Chairman.  The  committee  will  come  to  order. 

IVe  are  here  today  to  consider  Senate  bill  2376,  to  jn  ovide  a revolving 
fund  for  the  purchase  of  agricultural  commodities  and  raw  materials 
to  be  processed  in  occupied  areas  and  sold.  The  bill  was  introduced 
by  Senator  Aiken  and  cpiite  a number  of  others. 

Senator  Aiken.  Most  everybody. 

The  Chairman.  It  is  undoubtedly  a very  interesting  ]uoposal.  IVe 
have  quite  a list  of  Avitnesses  to  hear  and  the  committee  will  be  glad 
to  hear  them. 

First  on  our  list  is  Lt.  Col.  O.  J.  Baldwin,  Chief  of  Tnule  and  C'om- 
merce  Secdion,  Economics  Branch,  Civil  Affairs  Division,  United 
States  Department  of  the  Army. 

Is  Colonel  Baldwin  here  ? 

Colonel  Baldavin.  This  is  Colonel  IhikiAvin,  sir. 

The  Chairman.  Come  right  up.  Colonel. 

STATEMENT  OF  IT.  COL.  0.  J.  BALDWIN,  CHIEF,  TRADE  AND  COM- 
MERCE SECTION,  ECONOMICS  BRANCH,  CIVIL  AFFAIRS  DIVISION, 

UNITED  STATES  DEPARTMENT  OF  THE  ARMY,  WASHINGTON, 

D.  C. 

The  Chairman.  Colonel,  Ave  are  glad  to  have  you  here  this  morning. 
Will  you  just  proceed  in  your  oavu  Avay  and  tell  us  Avhat  you  can  that 
Avill  liaA'e  a bearing  on  this  proposed  legislation  ? 

Colonel  B.vldavin.  Mr.  Chairman.  I haA’e  a statement  here  Avhich  I 
Avould  like  to  read,  to  coA-er  many  of  the  points  on  Avliich  you  gentlemen 
undoubtedly  Avill  Avant  to  ask  further  questions. 

If  I may,  I Avould  like  to  read  that  at  this  moment.  This  is  a state- 
ment of  the  Army  representatives  before  the  Senate  Committee  on 
Agriculture  and  Forestry. 

The  Department  of  the  Army,  although  not  .sponsoring  the  jiroposed 
bill,  favors  enactment  of  the  proposed  legislation  subject  to  minor 


1 

I 

'('T'  I 


% 


1 

W'  i 


FUXI)  FOR  PURCHASE  OF  AGRICULTURAL  COMMODITIES 


i* 


i 


It 


ovisions  whicli  are  considered  veiy  desirable.  Tliese  clian^es  liave 
)een  presented  by  Mr.  Royall  in  a letter  to  tbe  chainnaii  of  this  com- 
nittee.  I shall  be  glad  to  discuss  the  changes  and  the  reason  therefor 
it  your  ])leasnre. 

Before  going  into  detailed  discussion  of  the  many  aspects  of  the  bill 
1 .should  like  to  give  you  a brief  summary  of  conditions  found  in 
lapan.  they  were  similar  in  other  occupied  areas,  as  an  explanation 
)f  why  enactment  of  the  proposed  bill  is  favored  by  the  Army. 

As  mentioned,  this  summary  will  be  primarily  on  Japan,  inasmuch 
IS  it  is  cliiefly  concerned  by  S.  237G.  Japan  at  the  time  of  surrender 
Aas  prosti’ate  linancially.  economically,  and  industrially  as  a result 
>f  her  war  effort.  The  United  States  assumed,  under  international 
igreement.  responsibility  for  keeping  the  Japanese  ])eople  alive  and 
ms  done  so  for  the  past  21/.  years  at  great  expense  to  the  American 
axpayer.  But  there  was  no  choice  in  the  matter  under  the  Geneva 
Convention. 

I would  like  to  digress  right  there  for  just  a moment  and  say  that 
those  were  not  the  only  responsibilities  which  the  Army  assumed 
indei-  the  Geneva  Convention,  but  rather  this  was  one  of  the  minimum 
responsibilities  that  was  assumed  under  the  Convention. 

During  the  same  period,  maximum  effort  has  been  made  to  re- 
liabilitate  the  non-war-making  industries  to  permit  the  Japanese  to 
:*arn  at  least  a part  of  their  keep.  The  cotton  textile  industry,  which 
Imd  been  a princi[)al  prewar  activity,  represented  a major  potential 
in  this  field. 

But  what  did  Japan  have  for  a textile  plant?  In  1930-34  the 
iverage  spindle  installation  was  S.170,000  witli  an  average  production 
:if  1,148.000,000  pounds  of  cotton  yarn;  in  1937,  which  was  the  peak 
vear,  it  was  12,190,000  s})indles  with  a prewar  peak  production  of 
l,r)90,()00,000  pounds  of  yarn.  On  January  1, 1946,  4 months  after  the 
lieginning  of  the  occupation  the  installed  capacity  was  2,200,000 
spindles  of  which  only  190.000,  or  8i/4  percent  were  operating. 

At  the  beginning  of  occupation,  a few  million  pounds  of  cotton 
and  yarn  were  on  hand  in  Japan,  but  scar<}ely  enough  to  keep  the 
190,000  spindles  moving.  Japan  needed  cotton  and  needed  it  badly. 

Cotton  was  available  in  the  United  State's,  but  it  took  money  to 
buy  it  and  the  Army  was  not  in  the  cotton  business  nor  did  it  have 
funds  for  cotton  procurement:  Japan,  of  course,  was  flat  broke. 

Inasmuch  as  the  Commodity  Credit  Corporation  had  cotton,  which 
it  had  accumulated  under  price-support  programs  going  back  to  1934, 
a credit  arrangement  was  evolved  whereby  a supply  of  cotton  was 
secured,  to  be  paid  for  from  proceeds  of  the  sale  of  yarns  and  textiles 
produced  therefrom. 

Under  those  credit  arrangements  cotton  supplied  totaled  1,254,193 
bales  to  Japan  and  220,0()0  bales  to  Germany.  Those  shipments 
cleaned  out  CCC  stocks.  Most  of  that  cotton  has  been  processed  into 
textiles  and  yarn  or  will  be  within  the  next  4 months.  More  cotton 
is  needed  aiid,  to  maintain  an  adequate  working  stock,  is  needed 
immediately. 

The  procui-ement  of  additional  cotton  is  a serious  problem.  The 
Commodity  Credit  Corporation  stocks  have  been  e.xhausted  and  pros- 
pects of  securing  grades  and  staples  needed  in  time  for  processing 
are  not  good  unless  open  market  purchases  are  promptly  made. 
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Moreover,  it  is  essential  that  the  supplying  of  cotton  be  placed  in 
private  trade  channels  and  under  private  financing  to  the  maximum 
extent  possible.  Attempts  to  secure  jirivate  credit  for  financing  raw- 
material  imports  into  Japan  have  been  under  way  since  August  1947, 
using  gold  and  silver  bullion  of  Japanese  ownership,  found  at  the 
time  of  occujiation,  as  security  for  those  credits. 

Finalization  of  that  general  credit  is,  however,  still  far  fiom  com- 
plete, though  the  prospects  for  it  are  brighter  than  at  any  time  here- 
tofore. But  the  indefinite  date  of  availability  of  the  private  credit 
makes  necessary  some  other  means  of  financing  the  immediate  import 
of  raw  fibers. 

The  proposed  bill  woidd  jirovide  that  additional  credit  not  only 
for  Ja})an  but  for  othei’  areas  as  well.  For  that  reason,  the  Army 
favors  enactment  of  the  legislation  as  a further  step  in  achieving  self- 
sufficiency  of  the  occu])ied  areas.  The  bill  will  jirovide  a working 
capital,  the  absence  of  which  has  been  a major  obstacle  for  over  2 
years  to  the  occupied  areas  achieving  even  the  barest  of  self-sup])ort. 

In  that  connection,  you  will  be  interested  in  the  position  which 
the  textile  industry  occupies  in  achieving  that  self-sufficiency,  par- 
ticularly in  Japan.  The  allowable  number  of  spindles  which  Japan 
is  authorized  under  present  plans  is  4,000, ()()(),  completed  installation 
of  which  has  a target  date  of  June  1949. 

During  1949  it  is  estimated  that  an  average  of  3.600,000  will  be 
operable,  with  an  average  of  3.500.000  operating.  During  1948,  the 
estimated  avei'age  number  of  spindles  operable  will  be  3,157,700,  with 
2,434,800  actually  operating. 

The  ultimate  installation  is  estimated  to  require  between  1,186,000 
and  1,500.000  bales  of  cotton  annually,  depending  upon  the  adequacy 
of  power,  supplies,  and  labor.  Both  the  minimum  and  maximum 
consumption  figuie  a.ssunied,  but  are  also  dependent  upon,  Japan's 
ability  to  finance. 

The  total  1948  calendar-year  requirements  are  far  from  firm, 
principally  due  to  the  lack  of  any  firm  method  for  financing  those 
requirements. 

The  proposed  legislation  is  designed  to  provide  a revolving  fund, 
or  working  capital,  with  which  to  finance  natural-fiber  imports  into 
the  occupied  areas.  Under  the  provisions  of  the  bill,  the  funds  would 
be  available  for  obligation  until  the  signing  of  a peace  treaty. 

As  stated  earlier,  the  Department  of  the  Army  favors  the  enactment 
of  S.  2376  subject  to  two  revisions  on  minor  points  which  are  believed 
essential  to  improved  workability  of  the  fund.  These  changes  are 
designed  to — 

(a)  Broaden  the  interpretation  of  areas  into  which  the  raw  fibers 
might  be  imported.  As  now  written,  the  importation  in  bizonal 
Germany  Avould  not  be  authorized. 

(h)  Permit  greater  latitude  in  textile  sales  and  bartering  by  per- 
mitting sale  for  soft  currenev  which  would  in  turn  be  converted  into 
dollars  by  further  transaction. 

That  concludes  my  statement.  I shall  be  glad  to  discuss  further  any 
points  which  you  mav  wish  to  raise. 

Senator  Atkex.  Colonel  Baldwin,  do  you  know  how  the  amount 
8150.000.0('0  was  arrived  at? 
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(\)loiu‘l  Baldwin.  $ir)0,000.()00  would  i)rovi(le  perhaps  not  an  ad- 
equate working  capital,  but  sufficient  to  provide  almost  an  annual 
supply  of  cotton.  I do  not  know  just  exa'*tly  bow  that  figure  was 
arrived  at.  I believe  that  Avas  arrived  at  by  Dr.  Jacob,  wbo  was  on  a 
mission  to  Japan  and  recommend  that  figin-e  as  a result  of  bis  trip 
there. 

Senator  Aiken.  Are  there  some  te.xtiles  on  band  now?  There  is.  I 
believe,  a substantial  sum  still  due  the  Commodity  Credit  Corporation. 

Colonel  Baldwin.  That  is  right. 

Senator  Aiken.  Do  you  feel  that  money  will  be  repaid  in  full  ? "Will 
there  be.  anything  left  over  for  the  purcliase  of  more  cotton  after  the 
Commodity  Credit  Corporation  is  paid? 

Colonel  B.vldavin.  The  Commodity  Credit  Coiqioration  will  be  paid 
off  in  full.  How  much  Avill  be  left  after  that  is  dependent  upon  many 
factors. 

Senator  Aiken.  At  the  present  time,  what  is  the  Army  dtiing  in  the 
way  of  direct  dole,  direct  relief,  to  the  people  of  Japan?  I assume 
the  idea  is  to  get  the  plants  running,  to  ])ut  them  on  a self-sustaining 
basis  as  .soon  as  vou  can  ? 

Colonel  Baldwin.  That  is  correct;  expansion  of  industrial  actiA’ity 
is  the  only  way  to  place  the  Japanese  on  a self-sustaining  basis. 

Senator  Aiken.  In  wbat  way  would  that  relieve  direct  costs  on  the 
part  of  United  States  toward  supporting  the  people  of  Japan,  and  my 
que.stion  vas.  Is  the  Army  now  granting  direct  relief  or  direct  dole 
to  people  in  Japan  ? 

Colonel  Baldwin.  The  Army,  under  the  responsibilities  imposed 
by  the  GeneAa  com'eution.  is  at  the  present  lime  importing  foodstutfs 
and  other  essential  commodities  to  bring  the  Ja]ianese  up  to  a Certain 
minimum  caloric  intake.  In  other  words,  it  is  making  up  the  food 
deficit  in  Japan. 

Senator  Aiken.  That  represents  a direct  loss. 

Colonel  Baldwin.  Not  a direct  loss  in  the  strict  sense  of  the  Avord. 
It  might,  practically,  ultimately,  but  that  is  something  to  be  decided 
in  the  future.  Those  imports  are  charged  against  the  future  Japanese 
economy,  collectible  at  such  time  as  a favorable  trade  balance  is  estab- 
lished. In  other  Avord.s.  if  in  1955  Japan  is  able  to  export  more  than 
she  imports,  there  Avill  be  aATiilable  a certain  faAMrable  trade  balance 
AA'hich  could  be  applied  to  the  cost  of  those  food  imports  now  being 
made. 

Senator  Aiken.  What  I Avanted  to  knoAv  is  Avdiether  making  the 
money  available  for  the  purchase  of  this  raw  material  Avould  hasten 
the  day  when  the  Japanese  peojile  Avould  be  self-supj)orting  and  there 
Avould  be  a lesser  drain  on  our  own  finances  ? 

Colonel  Baldavtn.  It  would,  definitely. 

Senator  Aiken.  One  other  question:  Hoav  are  the  Japanese  plants 
run  today  ? Wlio  OAvns  them  ? 

Colonel  Baldwin.  They  are  being  operated  under  Japanese  OAvner- 
ship.  Avitb  Japanese  labor,  under  Japanese  management,  but  Avith  a 
certain  minimum  supervision  of  over-all  i)olicies  and  activities  by 
military  gov’ernment. 

Senator  Aiken.  The  original  oAvners  of  the  plants  are  operating 
them  today. 
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C'olonel  Baldwin.  In  some  cases,  yes;  in  some  cases  probably  not. 

I really  couldn't  ansAvei’  you  in  detail  on  that.  I Avouhl  say  that  in 
•''enerai  they  Avere  under  Japanese  oAvnership  and  opeiation. 

Senator  Aiken.  Has  there  been  an  improvement  in  the  general 
Avage  level  in  these  plants  since  the  American  occiqiation? 

Colonel  Baldavin.  Verv  much  so. 

Senator  Aiken.  And  it  was  the  old  system  of  extremely  low  wages 
and  subsidized  shiiiping  and  transportation  that  made  Japan  such 
a threat  to  the  Avorld's  commercial  field  a feAV  years  ago.  As  1 under- 
stand it.  a feAV  years  ago  they  paid  the  textile  workers  very  little,  and 
then  subsidized"  trans])ortation  costs  so  that  Japan  could  go  into  the 
Avorld  market  and  undersell  anybody  else.  There  has  been  an  im- 
provement oA’er  that.  , • 1 

Colonel  Baldavin.  Those  Avage  scales  liaA’e  been  improA'ed  \ery 

materially.  . , 

Senator  Aiken.  One  thing  more:  I think  the  committee  Avas  told 

the  other  day  that  hides  Avere  included  in  this  bill  at  the  request  of 
General  Mac'Arthur.  I think  Mr,  Jacobs  told  us  that. 

The  opposition  to  it  seems  to  come  from  the  purchasei-s  and  usere 
of  liides  and  leather  in  this  country.  You  do  not  knoAV  Iioav  hides  did 

come  to  be  included  in  the  bill?  • 1 i 1 

Colonel  Baldavin.  I do  not  know  Iioav  they  came  to  be  included. 
I Avas  umiAvare  that  they  Avere  included  as  a result  of  General  Mac- 
Arthur's  reijuest. 

Senator  Aiken.  The  committee  is  umiAvare  of  it,  too. 

Senator  Eastland.  I Avill  tell  you  Iioav  hides  Avere  included.  We 
had  a conference  in  my  office,  in  which  the  Army  aatis  represented. 
They  came  up  Avith  some  amendments  that  they  Avanted  to  include  it 
in  the  bill,  and  I told  them  that  I could  not  agree  to  the  amendments. 
I had  been  selected  to  introduce  a bill,  but  it  Avas  too  broad,  and  I 
Avanted  to  knoAv  exactly  Avhat  the  Army  desired  to  purchase  \vith  that 
money.  Colonel  (hift'rev,  of  the  American  Cotton  ^lanutactuieis 
Assoc'iation,  Avas  present",  as  I recall,  and  several  from  the  cotton  in- 
dustry. and  they  told  us  that  the  cotton,  avooI,  and  hides,  AVith  the 
eijuipment  that  Avas  needed  to  process  those  commodities,  and  the 
bill  Avas  draAATi  with  that  in  vieAv. 

I knoAv  Ave  debated  a long  time  Iioaa'  to  limit  the  bill  to  wool  and 
cotton  and  hides.  We  used  the  term,  at  my  suggestion,  “natural 
libers.'-  Avhich  Avas  sjiecificallv  to  include  rayon.  We  thought,  as  the 
bill  Avas  drafted,  that  it  certainly  Avould  have  included  rayon  as  Avell 
as  other  commodities.  It  would  have  also  included  machinery  and 
capital  goods  that  we  did  not  think  should  have  beeii  included.  They 
told  me  AA'ool,  and  I called  a Senator  from  a avooI  State  and  had  him 
check  into  it  to  see  Avhat  stocks  the  Commodity  Credit  Corporation 
had.  It  Avas  Senator  Robertson  of  Wyoming  I called,  and  he  did 
check  into  it  and  told  me  that  it  Avas  the  desire  of  the  aa'ooI  producers 
and  the  avooI  association  that  avooI  be  retained  in  the  bill. 

Senator  Young.  In  the  statement,  he  speaks  entirely  of  cotton. 
Hoav  much  of  a demand  for  aa’ooI  is  there?  Do  you  haA'e  any  idea 
of  the  amount  of  aa  ooI  that  the  Army  AA’Ould  Avant  ? 

Coloned  Baldavin.  I am  not  so  conversant  Avith  the  condition.s  sur- 
rounding the  Avool  industry.  I mentioned  cotton  and  natural  fibers, 
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inrlndinii  wool  witliin  tluit  cate<iory.  hut  it  was  on  the  cotton-textile 
imlustry  that  1 had  the  best  information. 

Senator  Eastu\xd.  That  was  because  you  have  been  operating;  a 
kind  of  textile  industry^ 

(\)lonel  Baldwin'.  That  is  correct. 

Senator  EIastlan'd.  And  I’ou  have  not  been  able  to  ojierate  the  wool 
plants  over  there  because  you  have  not  been  able  to  get  the  raw  prod- 
uct ; is  that  right  ? 

Colonel  Baldwin.  There  have  been  very  limited  imports  of  wmol,  sir. 

Senator  Eastland.  I understand  you  have  got  about  5,000  bales  of 
wool  in  Japan  now;  is  that  right? 

Colonel^  Baldavin.  Present  stocks  probably  are  in  that  order  of 
magnitude. 

Senator  Eastland.  The  Army  gave  me  the  figures  which  is  just  a 
drop  in  the  bucket  com|)ared  to  what  they  need  and  to  the  capacity 
for  consuming. 

Senator  Young.  Because  of  the  closeness  of  Japan  to  Australia,  I 
imagine  Australia  Avoiild  be  the  natural  place  to  buy  avooI  for  use  in 
Japan,  would  it  not?  A lot  of  the  wool  used  in  the  United  States 
comes  from  Australia. 

Colonel  Bai.i)AVin.  That  is  one  of  the  reasons  we  have  not  been  able 
to  get  wool  in  Australia.  The  United  States  had  more  dollars  than 
the  Japanese. 

Senator  Young.  I was  wondering  hmv  you  would  get  away  from 
this.  It  Avould  not  make  any  sense  to  me  to  ship  wool  from  Australia 
to  the  United  States  and  then  ship  it  from  the  United  States  to  Japan. 
Has  an  arrangement  which  would  prei'ent  that  been  discussed  with  the 
Commodity  Credit  Corporation  ? 

Colonel  Baldavin.  We  have  not  discussed  that  as  j'et  with  the  CCC. 

Senator  Eastland.  That  is  what  you  would  be  limited  to  under  this 
bill.  Australian  avooI  could  not  be  purchased  under  this  bill.  It  is 
limited  to  wool  produced  in  the  United  States  under  the  bill.  As  I 
undei'Stand  the  figures,  the  Commodity  Credit  Corporation  at  the  end 
of  February  this  year  had  a stock  of  2()8,000,000  pounds  of  avooI, 
valued  at  approximately  $168,000,000. 

I understand  that  half  of  this  avooI  is  comprised  of  low  grades  Avhich 
have  no  market  outlet  in  the  United  States  but  which  can  be  used  in 
both  Japan  and  Germany  to  advantage. 

In  Japan  there  is  on  hand  5,000  bales  of  avooI,  whereas  the  industry 
in  Japan  has  a capacity  to  consume  approximately  400,000  bales  an- 
nually. If  Japan  is  to  buy  avooI  and  export  Avoolen  goods,  of  course, 
this  bill  would  give  them  access  to  the  supply  Avhich  the  Commodity 
Credit  Corporation  has  in  this  country.  I think  that  the  Senators 
from  the  avooI  areas,  if  there  is  any  doubt  about  Avhere  the  Army  Avould 
turn,  certainly  Avould  want  to  put  an  amendment  to  give  priority  to 
surjdus  Avool  AA'hich  Commodity  Credit  Corporation  uoav  has.  I think 
Senatoi-  Young's  suggestion  makes  good  sense.  That  is  AA'here  you  are 
interested. 

Seuiitor  Young.  The  AA'hole  GoA-ernment  is  interested.  We  hai'e  the 
surplus  Avool  oAA’ned  by  the  Commodity  Credit  Corporation  hanging 
over  our  heads.  It  is  a liability  to  the  GoATu-nment,  and  it  is  costing 
a considerable  amount  of  monev. 
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Senator  Eastland.  I am  informed  that  the  1 nited  States  normally 
imports  tAA'o-thirds  of  its  avooI  requirement,  and  that  these  imports  are 
higli-grade  avooI  Avhich  come  principally  from  Australia.  Ihe  bpY 
grade  Avool  Avhich  tlie  Commodity  Credit  Corporation  has  noAV  is  dilU- 
ciilt  to  moA'e  in  the  United  States  but  is  natural  for  the  industry  of 
Japan  and  Germany  to  use.  Wool  Avas  placed  there  at  the  request  of 
ofHcials  of  the  Army  in  my  oilice.  avIio  told  us  the  commodities  that 
thev  desire  to  jmrchase  if  tliis  bill  is  enacted. 

Senator  Young.  Colonel  BaldAvin.  does  the  Army  have  a program 
Avorked  out?  Does  it  luiA’e  figures  on  the  quantity  of  cotton  and 

Avool  that  it  Avants  to  buy?  , . , • 

Colonel  Baldaatn.  They  have  a program  on  cotton  Avlnch  is,  as  I 
mentioned,  (piite  unfirm  for  the  calendar  year  11)48.  Ihe  firm  portion 
of  it  totals  about  500.000  bales.  Dependent  upon  financing,  poAA'er 
supplies,  fuel,  labor,  and  all  the  other  factors  there  Avill  be  additional 
requirements  for  the  calendar  year  1048.  Those  requirements  could 
go  as  much  as  70  percent  higher  than  the  500,000. 

Senator  Eastland.  SeA'entv  ]iercent  ? 

Colonel  Baldaatn.  Seventy  percent  higher;  they  miglit  run  up  as 
high  as  850,000,  but  that  requirement  is  a function  of  a great  many 
factors:  Whether  or  not  Ja])an  Avill  have  fuel  available  to  run  the 
processing  machines,  AA’hether  or  not  labor  Avill  be  aA’ailable,  AA’hether 
or  not  they  Avill  Iuia'c  a lot  of  things  available  that  Avould  be  recpiired 
to  process  a larger  amount,  has  caused  present  reipiirements  to  be 
limited  to  a firm  basis  of  500.000  bales. 

Senator  Eastland.  As  I understand  it.  the  Army  wanted  the  au- 
thority to  use  cotton,  avooI.  and  hides  and  bind  and  si>in  them  as  they 
had  a diance  to  make  a trade  Avith  those  countries  for  the  sale  of  those 
commodities  or  for  the  barter  of  them  for  otlier  commodities;  is  that 
right  ? 

Colonel  Baldavin.  We  do  expect  to  engage  in  barter  transactions  and 
for  sales  for  other  than  dollars  if  the  opportunity  permits  and  presents 
itself,  and  at  the  same  time  do  it  profitably. 

Senator  Eastland.  Well,  as  1 said,  instead  of  a formula  betAveen 
the  commodities,  hides  and  aa'OoI,  or  cotton  and  hides.  Avhat  the  Army 
wanted  was  the  authority  to  use  its  judgnient  in  making  purcliases  in 
this  country,  processing,  and  selling  the  fiber  abroad;  in  short,  to  do 
that  Avhich'you  thought  Avouhl  promote  the  economy  of  Japan  ? 

Colonel  Baldavin.  That  is  correct,  sir. 

The  CiiAiKAiAN.  Does  that  conclude  your  testimony? 

Colonel  Baldaatn.  Yes.  sir. 

The  CiiAiRAiAN.  AVe  are  very  much  obliged  to  you. 

Colonel  Baldaatn.  Thank  you,  sir. 

The  Chairman.  AYe  have  here  a statement  from  the  National  AAhtql 
GroAA'ers  Association.  The  statement  comes  from  Mr.  Jones,  avIio  is 
the  secretary  of  the  National  AAmocl  GroAvers  Association,  Avith  head- 
quarters at  Salt  Lake  City,  and  he  says : 

ITiis  bill,  8.  inti'oduml  Mardi  24.  1048,  b.v  Senator  Aiken  is  of  particular 
interest  lo  the  doinesTic  sheeii  iiulnstry. 

It  is  uiir  understamling  that  the  term  ‘•natural  libers  produ'-ea  in  the  United 
States”  includes  wool,  and  it  is  with  this  understanding  that  we  support  and  ask 
your  coiniiiittee  and  the  Senate  to  pass  favorably  upon  this  bill. 
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41ien  lie  ffoes  on  to  say : 

I lierp  is  in  tlio  hands  of  the  Coiiunoclity  Credit  Corporation  approximately 
pounds  of  domestic  wool.  This  ac<umulation  is  tlie  result  of  the 
Gtovernment  wo<d  purchase  prou:ram  which  started  in  lim.  Quite  naturally, 
much  f>f  the  w<»oI  on  hand  is  of  a grade  and  character  not  in  demand  by  niauu- 
tacturers  and  consumers  in  the  United  States,  but  which  could  be  processed  and 
utilized  in  (>ccupied  areas  because  of  the  dire  need  for  clothing  and  the  lower  cost 
►f  |>rocessing  of  these  less  demanded  wools  in  those  areas. 

There  is  an  urgent  need  at  the  present  time  from  the  standpoint  of  the  domestic 
^yool  producer,  to  dispose  of  the  accumulated  stocks  of  wool.  The  enactment  of 
Senate  bill  2:^7(»  would,  in  our  opinion,  assist  in  this  disposition. 

(vSigned)  J.  M.  Jonks,  Sccretarif. 

^ Senator  Hawkes  has  forwarded  a telegram  lie  has  received  from 
F.  S.  Stout,  vi(*e  president  of  John  R.  Evans  & Co.,  Camden,  N.  J„ 
•oncernin^  this  legislation.  Mr.  Stout  is  opposed  to  the  inclusion  of 
hides  under  the  provisions  of  the  bill  and  without  objection  his  com- 
munication will  be  inserted  in  the  record  of  our  hearing. 

(The  telegram  is  as  follows:) 

Camoen,  N.  J.,  March  26,  19 //S. 

[Ion.  Alijeut  Hawkes, 

Senate  Office  Bidldinfj: 

We  wish  to  call  your  attentiiui  to  the  provision  in  the  Aiken  bill,  S.  per- 
nittiiig  purchase  of  hides  in  this  country  for  the  occupied  areas.  Since  this 
•ountry  is  an  importer  of  hides  and  skins  this  provision  has  serious  implications 
or  tanners,  shoe  manufacturers,  and  consumers  as  jiointed  out  in  the  section  of 
ite  Ilarriinan  rep<u’t  dealing  with  hides  and  skins.  We  respe<*tfully  re<iuest  that 
.'ou  make  every  effort  to  have  it  deleted. 

Joiix  R.  Enaxs  & Uo., 

F S.  Stout,  Vice  PreHident. 

I he  C HAiimAX.  Mr,  X.  E.  Dodd,  I luler  Secretary  of  Agriculture 
IS  our  next  witness.  He  has  been  coming  here  for  a good  manv  years 
md  is  alwavs  welcome. 

C' 

STATEMENT  OE  HON.  N.  E.  DODD,  UNDER  SECRETARY  OF  AGRI- 
CULTURE. UNITED  STATES  DEPARTMENT  OF  AGRICULTURE, 
WASHINGTON,  D.  C. 

Mr.  Dodd.  My  statement  is  very  short.  I thought  perhaps  you 
>voiil(l  want  to  ask  questions  rather  than  have  me  make  a statement, 
rhe  Department  of  Agriculture  appreciates  the  opportunity  to  appear 
>efore  this  committee  with  respect  to  S.  23T<5,  a hill  to  provide  a re- 
volving fund  for  the  purchase  of  agricidtnral  commodities  and  raw 
uaterials  to  be  i)rocessed  in  occupied  areas  and  sold. 

This  hill  will  pnndde  a fund  and  mechanism  which  should  enable 
he  occupation  authorities  in  both  Japan  and  (iermany  to  buy  United 
''tates  cotton,  wool,  and  other  natural  fibers,  and  hides,  ship  them 
()  such  countries,  pim’ess  them  and  sell  them  in  the  usual  export 
narkets  thereby  securing  funds  with  which  to  pay  for  the  cost  of 
.nch  commodities.  As  this  committee  knows,  the  Department  of  Agri- 
•nltnre  and  the  War  Department  entered  into  agreements  in  194G 
ivherehy  a large  quantity  of  C’CC  cotton  has  been  made  available  to 
mth  Japan  and  Germany  in  the  iierformance  of  somewhat  the  same 
'unction  as  is  contemplated  in  this  bill.  Approximately  1.470.000 
lales,  valued  at  $‘214.000.000  have  been  shipped  to  Japan  and  Germany. 

We  believe  that  this  hill  will  facilitate  the  use  of  certain  grades  of 
United  States  cotton  and  wool,  and  I include  mohair  Ix'canse  I notice 
he  Senator  said  natural  fibers,  and  mohair  and  some  flax  fibers  we 
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have  ill  surplus,  that  are  normally  in  a surplus  j>osition  compared 
to  domestic  use  of  them.  It  will  provide  the  Army  with  a fund  and 
mechanism  ap]>roved  by  the  Congress  for  the  pniqjose  of  using  such 
commodities  and  also  facilitating  the  economic  recovery  of  the  (k-cii- 
})ied  areas. 

With  resiiect  to  CCC  cotton  alreatly  made  available  to  both  Jaiiaii 
and  Germany  the  CCC  has  been  jiaid  SlOo.OOO.OOO  of  the  S-14.ooo,ooo 
I referred  to  earlier  and  as  of  March  dl.  unless  further  payments  are 
made  today  or  tomorrow,  the  total  anionnt  still  due  CC(  for  both 
principal  and  interest  will  be  $111.573.701, liO.  Ve  tlo  imt  exjiect  any 
ditlicnlty  in  securing  full  payment  of  this  amount  from  the  Army 
in  accordance  with  onr  agreements. 

The  Dejiartmcnt  of  Agriculture  I'ecommends  the  enactment  of  this 
hill  but  wishes  to  point  out  that  it  has  not  checked  this  recommeiula- 
tion  with  the  Ihirean  of  the  Ihidget. 

If  the  members  of  the  committee  want  any  particular  detail  al)ont 
the  various  commotlities  tliat  are  mentioned  in  tlie  i)ill  i will  he  glad 
to  su])ply  it.  Mr.  Chairman. 

The  CiiAiRMAX.  Do  yon  thiidv  the  hill  is  ou  the  right  tracks 

INlr.  Dodd.  Yes,  sir. 

Senator  Thomas.  The  Army  has  made  two  recommendations  for 
amendments.  Have  yon  considered  tlu>se  suggested  amendments^ 

Mr.  Dodd.  1 don’t  believe  I have  seen  them. 

Senator  Thomas.  May  I hand  them  to  yon  and  let  yon  look  them 
ovciT  We  would  like  to  have  yon  make  a statement  a-  to  the  advis- 
ahilitv  of  amending  the  bill  as  per  the  recommendation  of  the  Army. 

Mr!  Dodd.  Yes.  I am  in  substantial  agreement  witli  them.  They 
would  mean  that  they  Avonld  sell  in  occn])ied  areas  and  also  would  sell 
a product  for  such  currencies  as  they  could. 

Senator  Bxlshfield.  Are  those  the  amendments  that  Colonel  Bald- 
win spoke  about  ( 

Mr.  Dodd.  I suppose  so.  I could  not  hear  Colonel  Baldwin  very 
well.  Senator  Bnshfiield,  but  I believe  these  are  the  amendments  he 
referred  to. 

Senator  Youxo.  Would  an  amendment  he  necessary  for  this  bill,  to 
require  the  Army  to  acquire  what  it  needs  from  the  snridnses  held  by 
the  Commodity  Credit  Corporation,  or  do  yon  feel  that  the  bill  as 
written  noxv  would  be  sufficient  to  guaranty  that  these  snrpnlnses 
would  be  used  rather  than  purchases  in  the  o])en  market  i 

]\Ir.  Dodd.  1 don’t  believe  that  they  could  make  purchases  in  the 
open  market  except  at  substantially  higher  prices.  Of  course  it  would 
he  possible  to  buy  in  the  open  market  and  to  go  right  out  and  conqiete. 

Senator  Youxo.  Of  course  the  Army  now  has  the  policy  of  buying 
corn  and  wheat  and  sugar  and  supplying  the  occupied  areas.  I do  not 
know  why  they  would  not  folloxv  the  same  thing  in  m(M)1.  if  they  could 
buy  wool  cheai)er,  or  even  at  a higher  ])rice. 

Senator  Eastland.  Whei-e  xvonld  they  get  the  money  ( 

Senator  Youx(l  They  are  making  the  purchases  now. 

Senator  Eastland.  That  is  from  appropriated  funds  for  food,  but 
there  have  been  no  appropriated  funds  to  buy  the  fiber. 

Senator  Tha'e.  Mi‘.  Chairman,  these  funds  are  made  a\ailal)le  as  a 
revolving  fund  and  tlie  Army  M ill  have  a fund  at  its  disposal. 

Senator  Easti.and.  For  United  States  products. 
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Senator  Thye.  They  will  be  confined  to  United  States  products  but 
we  jj:o  one  step  further.  In  the  event  the  wool  comes  over  from  Aus- 
tralia and  takes  our  own  domestic  market,  then  our  own  clip,  Avhich  is 
now  in  the  Commodity  Credit  Corporation’s  holdings,  will  be  used 
to  go  over  there.  In  other  words,  we  will,  in  a sense,  be  using  the 
imports  here,  and  then  we  will  be  exporting  our  own  wool. 

Semitoi-  Eastlaxi).  I don’t  think  so.  Wool  is  consumed  iu  this 
country.  It  is  high-grade  wool  that  is  produced  here. 

Senator  Aikex.  What  partpf  the  281,000,000  pounds  of  w(K)1  which 
you  had  on  hand  for  the.  Commodity  Credit  a short  time  ago  is  of  the 
lower  grades  which  the  mill  operators  in  this  country  are  reluctant 
to  buv  { 

Mr.  Dodd.  I would  bke  to  go  just  a little  bit  further  than  that,  if 
1 might. 

Senator  Aikex.  All  right. 

Mr.  Dodd.  I woidd  like  to  give  you  a statement  of  our  wool  opera- 
tions. I think  the  committee  could  see  a little  cleai'er  just  what  the 
jjicture  has  been.  Remember  we  started  buying  wool  or  supporting 
the  j)i‘ice  of  wool  in  194, Of  the  fine  wool,  (id's  and  finer,  on  Septem- 
ber 30.  1946.  we  had  on  hand,  of  all  kinds  of  fine  wool,  370.522.000 
pounds,  but  as  of  February  29,  we  only  had  on  hand  120,000,000  of 
the  60's  and  finers. 

In  other  words,  we  had  reduced  our  invoice  by  250,000.000  pounds. 
Tliose  60's  and  finers  have  a verv  readv  sale.  Of  the  low  wools,  that  is 
coarse  wools.  48  and  coarser,  we  had  on  hand  in  September  1946  a little 
over  5.000,000  iiounds  of  wool.  This  year,  on  February  29,  we  had 
reduced  that  amount  by  560,000  pounds. 

On  the  offgrade  of  wools,  wools  for  carpet  work  and  those  things, 
we  had  on  hand  20,472,000  pounds  in  September  1946,  and  today 
we  only  have  on  hand  10,640.000.  We  have  reduced  that  inventory 
by  11,600,000  pounds,  but  of  the  cross-bred  avooIs,  the  avooIs  that  are 
not  coarse  enough  for  cai‘|)ets  and  are  too  coarse  for  clothing,  the 
50’s  to  58's.  Ave  had  on  hand  September  30,  1946,  92,656,000  pounds  of 
grease.  We  had  some  scoured  wool  which  made  a total  of  115.()55.000 
jiounds.  On  February  29,  1948.  Ave  had  on  hand  140.392,000,  or  an 
increase  of  those  avooIs,  just  50's  to  58*s. 

Senator  Youxg.  February  1948? 

Mr.  Dodd.  February  1948.  We  had  an  increase  of  22.500,000  pounds 
of  those  particular  avooIs.  Xoav  those  are  the  avooIs  just  under  our 
clothing,  but  they  are  too  good  for  the  other  place,  but  avooIs  ap- 
jiarently  that  Ave  do  not  have  so  much  market  for  in  this  country. 

Senator  Youxo.  What  assurance  do  you  have  that  the  Army  Avould 
take  these  surplus  aa'ooIs.  Are  you  satisfied  that  they  AA-ould  ? 

Mr.  Dodd.  If  Ave  had  their  assurance  they  Avould  take  them,  that, 
I think,  Avould  be  the  only  as.surance  that  Avas  needed  unless  the  com- 
mittee felt  they  Avanted  to  put  something  in  the  bill  to  require  that 
they  took  some  of  the  wools  that  are  in  surplus. 

Senator  Youxo.  That  Avoukl  be  up  to  our  Commerce  Department, 
too.  They  could  be  used  to  issue  export  licenses  as  they  are  doing  noAV 
in  the  case  of  certain  foods.  If  it  Avere  tied  doAAm  more  than  it  is  noAV 
in  the  bill,  it  Avould  be  entii'ely  unAvorkable. 

Mr.  Dodd.  We  think  those  wools  are  very  fine  to  go  into  both  Japan 
and  Germany  for  local  consumption. 


I 


FL’ND  FOR  Pl'RCHASE  OF  AGRICULTL'RAL  COMMODIIIES  27 

Senator  Youxo.  I think  the  bill  has  a tremendous  amount  of  inerit 
in  helping  Japan  liecome  self-sustaining  and  in  relieving  us  of  the 
biutlen  of  spending  United  States  dollars  over  there. 

Mr.  Dodd.  I do  too.  . . 

Senator  Youxo.  But  I believe  it  should  be  tied  down  more  than  it  is 
noAv.  I Avould  not  haAU  any  faith  AvhateA’er  that  the  avooI  Avould  be 

used  under  the  present  provisions. 

Mr.  Dodd.  The  only  avooI  of  this  type  in  any  amount  noAv  in  the 

countrv  is  the  stocks  in  the  hands  of  the  Commodity  Credit  Corpora- 

« 

tion.  . , ^ 

Senator  Aikex.  That  140,000  pounds  surplus  at  the  present  time 

Avill  be  aTded  to  this  spring's? 

Mr.  Dodd.  Yes.  . . . 

Senator  Aikex.  There  is  no  likelihood  that  domestic  users  will 

use  it.  , • 1 . ii  1 

Mr.  Dodd.  We  have  been  adding  to  that  particular  type  of  avooI 

ever  .<ince  1943.  „ ^ 

Senator  Aikex.  What  are  you  offering  it  for?  M hat  are  you  try- 
ing to  get  for  it?  . 

Mr.  Dodd.  We  haA^e  kept  reducing  our  price  but  we  have  no  takers 

for  that  particular  tvpe  of  avooI.  We  have  not  reduced  it  much  below 
the  amount  of  the 'import  duty,  but  there  is  no  avooI  coming  into 
this  country  of  that  quality,  so  I do  not  think  Ave  have  any  competition 

in  that  field.  . . 

Senator  Aikex.  If  the  price  of  that  gets  as  Ioav  as  the  price  of 

cotton.  Avoiild  it  not  pay  the  occupied  areas  to  use  avooI  ? 

Mr.  Dodd.  It  AA’ould  make  pretty  good  textiles. 

Senator  Aikex.  I would  think  they  Avould  need  no  further  incen- 
tiA'e  to  use  it  other  than  the  price  invent iA'e.  ^ i ■ 

Senator  Youxo.  You  have  your  ])rice  incentive  on  other  foods  in 
the  United  States  Avhich  are  cheaper  here  but  they  are  still  buying 
in  Australia,  largely  bequise  they  cannot  get  export  allocations  and 

licenses. 

Mr.  Dodd.  These  particular  types  of  avooIs  too  are  in  surplus  in 
the  Avorld.  The  whole  Avorld  is  in  surplus  on  50’s  and  58’s. 

Senator  Ellexder.  Hoav  much  less  do  you  pay  for  that  aaooI? 

Mr.  Dodd.  We  have  a sliding  scale  set  u])  for  all  the  different  grades 
of  Avool.  pretty  much  in  relation  to  the  historical  differences.  Here 

is  the  cost  we  have  got  in  there  as  of  now. 

Senator  Tiive.  Senator  Youm»-  is  entirely  right  in  his  contention 
that  if  Ave  make  this  fund  available,  and  then  the  purchaser,  or  the 
man  administering  the  fund  oA^er  in  Japan,  has  a right  to  come  oA^er 
here  and  demand  a tvpe  and  ([uality  of  avooI  Avhich  Avoiild  be  in  short 
suii]ily.  the  result  in'ight  be  that  Av'e  Avould  be  receivimr  the  offgrade 
Avool  as  export  and  it  Avould  go  on  our  shelves  under  the  Commodity 
Credit.  For  that  reason  I think  tJiere  should  be  some  provision 
Avritten  into  this  act  that  Avould  safeguard  your  oAvn  holdings  as 
going  out  first  before  they  take  the  high-grade  avooIs  for  Avhich  your 

oAvn  textiles  are  bidding. 

Mr.  Dodd.  The  60‘s  and  finer  are  in  demand  very  Avidely  and  there  is 
a lot  of  competition  for  them  in  the  Avorld  market.  Tlie  below  60s, 

,50’s  to  58's.  are  in  surplus  the  world  oA’er. 

Senator  Ttiye.  I can  readily  see  the  man  administering  the  fund 
Avho  imiA’  haAU  no  question  about  the  economy  OA^er  here  saying,  “I  Avant 
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tlu'  fiiuM-  irrade  wools."  It  would  be  easy  for  hiui  to  <ro  out  into  the 
world  market  and  find  a buyer  for  that  type  of  fabric. 

Mr.  Dodd.  Xo  question  aliout  it. 

Senator  Thyk.  So  you  haye  to  write  it  into  the  bill  in  order  to 

4 

make  certain  that  you  are  moyinp  the  kind  or  wool  in  surjilus.  Other- 
wise we  will  be  appropriatinji  money  to  leyelop  an  opei’ation  in 
(*om])etition  with  our  own  textiles? 

Mr.  Dodd.  I do  not  think  there  is  any  (piestion  but  that  they  could 
use  that  (]uality  of  wool. 

Senator  Tiiyk.  How  Ayould  you  sug>rest  that  we  write  an  amend- 
ment to  the  bill  to  accomplish  that  ? 

Ml'.  Dodd.  I would  not  know  the  language  to  use.  Senator  Thye. 
You  do  haye  natural  fibers  ])roduced  in  tin  United  State.s.  I think 
we  could  haye  an  amendment  drafted  to  cover  that  part  of  it. 

Seimtor  Thyk.  Then.  Mr.  Chairman.  I suggest  that  an  amendment 
be  ]irepared  by  the  Dejiartment  that  would  ])royide  this  safeguard  in 
the  act. 

Mr.  Dodd.  We  will  haye  it  drafted,  Senator.  I heard  Senator 
Aiken's  (piestion  to  Colonel  Baldwin  on  whether  CCC  would  be  jiaid 
off.  M'as  it  your  inter])retation  that  this  fund  would  be  used  to  pay 
off'  CCC  on  the  cotton  ? 

Senator  Aikkx.  Xo.  1 would  not  considei-  that  so.  AVhat  I meant 
was;  AVould  the  goods  on  hand,  the  unprocessed  material  which  has 
been  bought  from  CCC.  produce  enough  revenue  to  pay  off'  tlie  Com- 
modity Credit  Coi  poration  in  full  ? 

Ml’.  Dodd.  They  would.  There  is  no  onest  ion  about  that.  They  haye 

4 • 1 • 

bt'cn  paying  along  rapidly. 

Senator  Aikkx.  My  reason  for  asking  that  wa>  m)  that  we  could  get 
some  estimate  as  to  wheth.er  a reyolving  final  set  up  for  tlie  further 
purchase  of  racy  fibers  would  be  returned  in  full  to  the  United  States 
Treasury  or  whether  it  might  become  dissipated. 

Mr.  l')oDD.  AVe  haye  shijiped  them  something  in  excess  of  $214,- 
Onu.OOO  worth  of  cotton,  on  which  they  haye  paid  something  like 
slOo.OOO.OOO.  which  plus  the  interest  leaves  a balance  of  about  lllV^ 
million. 

Senator  Aikex.  Mdiat  interest  rate  are  you  charging? 

Mr.  Dodd.  Three  percent. 

Senator  Aikex.  I believe  this  bill  provides  for  2iC 

Mr.  1 )(U)D.  That  is  right.  We  charge  farmers  ■]  percent.  AVe  thought 
there  was  no  reason  why  we  could  not  charge  textile  manufacturers  3 
percent  just  the  same, 

Senatoi-  Hoey.  I have  not  been  here  all  tin*  time.  I w'onder  if  any- 
body impdred  as  to  whether  or  not  it  w’ould  be  advisable  to  add  tobacco. 

i\ir.  Dodd.  The  (piestion  has  not  been  raised. 

Senator  Hoky.  I just  had  a letter  from  peojile  interested  in  tobacco 
growing  and  they  suggested  that  some  consideration  be  given  to  to- 
bacco as  one  of  the  commodities  to  which  this  bill  is  applicable.  I quote 
from  tlie  letter : 

I want  to  su.£i:irest  that  ('onsidoration  ho  jjivon  to  iho  iiD'lusion  of  tobacco  as  ono 
of  tho  ooinnioditios  to  whicli  tho  provisions  of  this  hill  ai'e  aih>licahlo.  Tohac<*o 
prodm-ts  arc  in  short  sipiply  in  tho  iicoujiiod  aroa^,  partinilarly  Gormany.  In 
Gorniany,  tobacco  iirodnots  avaUalilo  throiudi  loan!  channols  aro  only  ono-sixth 
of  those  avaiiahlo  in  ja-owar  years.  lUack  inarkots  aro  flourishincr.  Cigarottos 
aro  often  used  to  purchase  goods  that  would  otherwise  bo  sold  for  dollar  excliange. 
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Mamifactiii’ing  jdant  facilities  and  labor  are  available  for  processing  tobacco. 
The  use  of  facilities  in  the  occupied  areas  in  producing  goods  would  tend  to 
rediK’e  the  need  for  assistance  from  the  United  States. 

Tlie  author  of  this  letter  doesn't  think  the  incliisioii  of  tobacco  would 
change  the  amount  or  make  it  neces.sary  to  increase  it.  What  would 
lie  your  reaction  ? 

Mr.  Dodd.  Ordinarily  Oermany  and  Japan  do  not  export  much 
processed  tobacco  products.  That  is  mostly  for  local  consumption. 
The  European  relief  bill  does  make  provision  for  funds  to  purchase 
tobacco  for  home  consumption.  This  bill,  as  I undei-stood  it,  is  for 
production  of  limited  tobacco  processed  for  export. 

Senator  Hoey.  You  do  not  think  it  would  be  wo^th  \vhile  to  have 
that  included?  He  seems  to  think  there  is  a local  demand  there. 

Mr.  Dodd.  As  I understand  it.  it  was  for  European  relief. 

Senator  Eastlaxd.  If  it  was  for  local  demand  it  couldn’t  be  repaid. 
There  is  nothing  sold  for  exjiort  to  repay  the  fund. 

Mr.  Dodd.  I think  it  would  be  all  right  to  include  it  if  they  antici- 
pated any  production  for  export,  but  the  market  is  very  limited.  In 
the  past  very  little  has  been  exported. 

Senator  Aikex.  There  lias  been  objection  raised  to  the  inclusion 
of  hides  in  this  bill.  Can  you  tell  us  what  the  objection  is  in  the  United 
States  as  regards  supply  of  hides? 

Mr.  Dodd.  XTirmally  we  are  an  importer  of  hides  rather  than  an 
exporter.  I have  the  figures  over  the  years  and  "47  is  the  only  year 
of  net  exports.  You  understand  that  the  hide  statistics  are  kept  over 
in  tjie  Dejiartment  of  Commerce  and  we  got  these  from  them.  In 
1947  I guess  we  actually  exported  more  liides  than  we  imported.  The 
first  year,  though,  for  a long,  long  time  that  we  have  been  in  that 
position. 

Senator  xVikex.  What  Avas  the  reason  for  that  ? 

Mr.  Dodd.  Apparently  the  world  price  was  higher  than  our  price. 
It  was  for  quite  some  time  last  year.  Our  slaughterers  urge  that 
Ave  do  grant  an  allocation  or  alloAv  export  licenses  for  some  substan- 
tial amount  of  hides. 

Senator  Aikex'.  Do  you  anticipate  that  tliere  Avill  be  a surplus  again 
this  year  ? 

Mr.  Dodd.  This  year  if  our  estimates  are  correct  we  will  slaughter 
some  15  percent  less  cattle.  That  might  make  the  difference  between 
export  or  import.  Of  course,  last  year,  as  you  know,  Ave  had  the 
highest  slaughter  of  history,  of  cattle,  and  apparently  a lot  of  our 
users  of  hide  were  pretty  Avell  stocked,  so  they  did  not  want  the  hi(ies, 
so  we  found  ourselves  in  a position  in  early  1947  that  the  world 
market  for  hides  Avas  higher  than  the  United  States  market.  Ordi- 
narily it  is  just  the  reverse. 

Senator  Aikex.  Hoav  is  tlie  market  price  for  hides?  Is  it  drop- 
ping or  raising  or  staying  about  the  same  ? 

Mr.  Dodd.  It  is  fairly  steady  at  the  present  time.  It  did  drop 
very  Ioav  early  in  1947.  but  it  is  back  up  again  doav. 

Senator  Youxg.  While  Ave  are  coming  back  to  the  surplus,  Mr.  Dodd, 
I would  like  to  have  your  opinion  on  this  150,000,000  bushels  of  carry- 
over of  Avheat.  We  have  a provision  in  the  laAV  now  which  actually 
forces  the  accumulation  of  a surplus.  In  your  opinion,  will  that 
surplus  that  Ave  have  to  carry  over  be  cumbei’some  in  the  future? 
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Mr.  Dnni).  Vei'v  definitely  so.  I thouglit  so  al  tlie  time  it  was 
])tit  in.  I think  it  was  pul  in  only  to  hold  down  the  price  of  wheat 
in  this  country  because  anybody  would  know,  with  a bi^  croj)  comiuji 
np,  and  a forced  carry-over  of  at  least  150.000,000  you  catmot  cut 
the  cloth  that  tine,  we  wottld  have  more  than  irtO.OOti.OOO  carry-over 
and  with  the  cro])  ])ros})ccts  as  they  are  at  the  present  time  for 
something  in  excess  of  a billion  btishels. 

Senator  Aikkx.  'Fhat  is  all  wheat  i 

Mr.  Donn.  That  is  all  wheat,  sprinj;  and  wither.  The  other  thinjj. 
of  course,  is  the  fact  that  some  of  these  cottntries  desperately  need 
some  additional  wheat  between  now  and  harvest  time.  Iti  the  past 
•2  years  after  we  took  a look  at  the  ^rowinp-  crop  and  the  crop  pros- 
pects. were  aood  we  felt  justified  in  })ullino-  the  carry-over  down  at  a 
very  low  fiintre.  for  two  reasons.  One  ol  them  was  to  sweep  our 
own  bin  out  pretty  cleatt,  so  we  would  have  room  and  a fair  price 
for  the  new  croj)  wheat,  and  the  other  was  to  <iive  these  needy  coun- 
tries the  greatest  possible  amount  of  relief. 

We  pulled  it  down  once  below  85.00().()0()  bushels  and  once  below 
T5.0OU.C00  bushels,  but  if  we  are  required  to  hold  150.0()0.000.  and 
you  know  no  Secretary  of  Agriculture  is  going  to  stick  his  neck  out 
a ml  let  it  "et  below  150,  he  is  goitig  to  be  sttre  that  there  are  ample 
supplies  in  the  country.  With  another  l.lOO.OOO.OOO  or  1. '200.000 .000 
wheat  croj)  coming  up  we  might  have  a problem  on  our  hands  later  on. 

Senator  Aikex.  Do  you  think  a ])rovision  in  the  law  recpnring  a 

carrv-over  of  150  million  bushels  would  result  in  an  upswing  in  the 

• • 

prire  a^ain  i 

Mi‘.  Dodd.  1 would  iniatrine  it  would  a little,  if  the  forei^niers  have 
ways  to  bny  it.  We  have  some  cash-paying  governments  that  woidd 
pi'obablv  move  in  right  away. 

Senator  Yorxo.  If  it  works  well  on  wheat,  why  not  ai)ply  it  to 
(‘otton  iroods  and  so  on  to  accjuire  a sur]>lus  before  we  ])ermit  ex]>orts 
of  such  laimmodities  ? 

Mr.  Donn.  That  is  what  we  want.  If  w.*  can  keep  prices  held  at 
a low  level,  that  is  the  wav  to  do  it.  Tt  is  a tough  limitation  because 
1 think  the  Congress  and 'the  Secretary  of  Agriculture  when  you  see 
your  ])ros])ects  for  your  next  year's  cro])  I think  you  should  use  some 
judgment  about  how  much  a carry-over  is.  If  conditions  were  as  bad 
as  they  were  last  fall  when  we  had  shorter  moisture  out  in  Senator 
Ca])])er's  count  it  and  late  seeding  and  all.  and  you  had  a jiretty  bad 

situation  last  fall.  i - i 

I think  150  million  would  not  be  enough  carry-over.  1 would  think 

you  would  want  more,  but  now  at  the  beginning  of  November  when 
Voiir  moisture  situation  changed  and  you  have  got  an  increase  in  the 
acreage  jilanted.  we  have  probably  got  or  will  have  the  largest  acre- 
age of  wheat  planted  this  year  that  we  have  had  for  a good  many 

Senator  Young.  All  those  arguments  they  have  advanced  no  longer 
a])ply  now. 

All'.  Donn.  I'hat  is  con-ect. 

Senatoi-  Young.  I may  offer  a repeal  amendment  to  this  bill,  now 
that  we  are  talking  about  surpluses  and  carry-overs. 

Mr.  Dodd.  With  the  exception  of  1 or  '2  years,  as  you  well  know, 
and  vou  other  folks  also  who  come  from  agricultural  areas,  that  we 
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have  had  a iiroblem  to  get  rid  of  our  Avheat.  That  is  one  thing  that  1 
ought  to  come  and  talk  to  you  about  some  of  these  <lays.  about  the. 
agricultural  wheat  agreement,  that  we  think  it  is  a good  thing  to  get 
rid  of  not  a little  wheat  but  a lot  of  wheat.  That  ]m)blem  is  going 
to  lie  with  us  jiretty  ([uickly. 

Assuming  that  the  world  has  a good  cro])  or  wheat  about  twice  we 
have  got  a surplus  of  wheat  on  our  hands. 

Scnatoi'  Yoi'ng.  If  you  are  justified  in  siqqiorting  the  ])rice  of 
wheat  now  you  would  certainly  be  justified  in  supiiorting  it  in  the 
future. 

Mr.  Dodd.  That  is  light.  I think  on  tlie  two  big  crops,  cotton  and 
wlieat.  I think  there  is  a way  we  can  work  out  with  the  world  to  use 
those  commodit  ies  and  use  them  for  the  benefit  of  everybody.  It  would 
be  a terrible  thing  if  we  had  to  .see  the  ]>rice  of  those  commodities 
knocked  down.  This  country  was  built  on  wheat  and  cotton.  It  is  tlie 
wav  we  have  built  our  railroads  and  all  the  rest  of  it  by  e.xporting 
tho.se  ])articular  commodities. 

Senator  Young.  The  whole  economv  of  the  United  States  is  affected 


b_v  wheat. 

Mr.  Dodd.  No  (piestion  about  that,  and  cotton  also. 
Any  other  ({uestions.  Mr.  Chairman? 

The  Chairman.  I believe  not. 

Are  there  aiyv  further  questions  of  Mr.  Dodd? 

If  not,  we  will  go  on  with  the  next  witness. 

Mr.  Dodd.  Thank  v'ou.  Mr.  Chairman. 

The  Chairman.  Next,  we  have  Mr.  Irving  Glass, 
vice  president  of  the  Tanners'  C'oiincil  of  America, 
New  York. 


He  is  executive 
headquarters  at 


STATEMENT  OF  IRVING  GLASS,  EXECUTIVE  VICE  PRESIDENT, 
TANNERS’  COUNCIL  OF  AMERICA.  NEW  YORK,  N.  Y. 

Mr.  Glass.  I am  the  executive  head  of  the  Tanners’  Council  of 
America  which  is  the  trade  association  of  the  tanning  induiitry. 
Tliere  are  also  here  the  executive  heads  of  the  National  Association 
of  Shoe  Manufacturers  and  of  the  retail  shoe  organizations  of  the 
country.  The  heads  of  those  organizations  join  with  the  tannei-s.  and 
they  are  concerned  about  the  .serious  implications  <vf  the  inclusion  of 
hides  in  the  jiroposed  measure. 

To  .save  your  committee's  time,  they  have  suggested  that  I jiresent 
the  economic  facts  to  your  committee  and  then  if  yam  wish  to  have  any 
further  information  or  wish  to  ask  them  anv  que.stions.  they  hold 
them.selves  in  readine.ss  to  give  you  any  additional  information  you 
may  need. 

Gentlemen,  I would  like  to  make  it  ])erfectly  clear  at  the  outset 
that  Ave  do  not  qiie.stion  in  any  way  whatsoever  the  purposes  of  the 
bill  .so  far  as  textile  filxu's  are  concerned.  We  submit.  hoAvever.  that 
hides  are  not  a textile  fiber.  Furthermore,  Ave  do  Avant  to  go  on  record 
as  asserting  that  Ave  cannot  qiie.stion  and  Avill  not  question  any  require- 
ments, any  objectiA'es  of  the  armed  forces  for  the  military  needs  of 
this  country.  There  is  no  group  of  industries  jirouder  of  its  achieve- 
ments in  the  pa.st  feAV  years  than  the  leather  and  shoe  industry  of  the 
United  States  in  AA'orking  Avith  the  armed  forces  and  filling  the  require- 
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p.ent  of  the  military  under  all  conditions.  What  we  do  want  to  point 
'lit  to  you  today  is  a few  simple  economic  facts. 

The  United  States  is  a hide-deficit  nation.  In  order  to  meet  the 
ninimnm  standard  of  shoe  living  in  this  country,  we  must  import  a 
.'ery  substantial  part  of  our  hicle  and  skin  requirements.  Without 
ho.se  imports,  it  would  be  impossible  for  us  to  maintain  the  standard 
)f  living  to  which  Americans  are  accustomed  with  respect  to  shoes, 
ind  85  to  90  percent  of  all  the  leather  produced  in  this  country  goes 
nto  the  production  of  shoes. 

We  have  never  been  a hide-exporting  nation.  We  have  never  been 
i historic  source  of  supply  for  any  other  country  with  respect  to 
lides.  Japan  and  Germany  are  hide-importing  nations  but  they  have' 
ilways  filled  their  requirements  in  the  worlcl  market  from  sources 
)ther  than  the  United  States. 

The  CiiAiRMAx.  Would  you  explain  that  for  the  record? 

Mr.  Glass.  Our  cattle  population  and  our  domestic  supply  of  hides 
las  never  been  sufficient  to  meet  the  aggregate  requirements  of  the 
dioe  industry.  lYe  have  had  to  rely  upon  imports  to  bring  our  do- 
nestic  supplies  up  to  a level  where  we  could  satisfy  the  minimum 
equirements  of  shoe  producers  and  manufacturers  of  other  leather 
zoods. 

Senator  Thomas.  Give  ns  the  names  of  tlie  countries  from  which 
AO  import  leather,  if  you  will. 

Mr.  Glass.  The  raw  material,  the  hides? 

Senator  Thomas.  Either  raw  material  or  processed  hides,  tanned 
lides. 

Mr.  Glass.  Our  imports  of  processed  leather  are  practically  negli- 
gible. Foreign  trade  in  leather  is  relatively  speaking  a small  factor 
in  the  total  supply  and  demand  picture.  ^Ve  have  imported  hides 
in  the  past  from  the  W^estern  Hemisphere,  roughly  2 million  hides 
ill  told  from  the  Western  Hemisphere,  from  Africa  and  India,  and 
in  the  jia.st  prior  to  the  war,  from  certain  countries  in  Europe. 

I have  here  copies  of  a little  book  that  I should  like  to  leave  with 
vour  committee,  which  describe  ver}"  simply  the  sources  of  our  im- 
|)orts  of  hides  in  the  past  and  the  extent  to  svhich  we  are  dependent 
upon  those  hide  imports. 

(The  information  supplied  is  as  folloAvs:) 

Leatiikr— A Basic  United  State.s  Industry  Because  140,000,000  American* 

We-ir  Shoes 

Foreign  liides  and  .skins  are  vital  to  the  tanning  industr.v.  Over  7.1,000,000 
liides  and  skins  must  be  imported  to  maintain  production  of  leather  and  to  keep 
■Vinericans  in  shoes. 

Tlie  United  States  Is  the  world's  largest  buyer  of  hides  and  skins,  spending 
ibout  $00,000,000  a year  in  foreign  markets.  It  has  imported  and  requires  mil- 
lions of  cattlehides,  calfskins,  goatskins,  sheepskins,  and  other  types  of  hides  and 
skins  : 4,000,000  foreign  cattlehides,  3,200,000  foreign  calfskins,  42,000,000  foreign 
goatskins,  26,500,000  foreign  sheepskins. 

For  more  than  a generation  Americans  have  con.-unied  more  tlian  three  pairs 
of  shoes  per  capita  each  year.  This  standard  of  living  was  made  possible  by  the 
largest  tanning  industry  in  the  world,  with  plants  in  30  States,  employment  of 
50,000  wage  earners,  an  annual  pav  roll  of  $125,000,000,  annual  output  exceeding 
$550,000,000. 

The  industry,  in  order  to  supply  140,000,000  peojile  with  footwear  and  other 
leather  goods,  tans  over  125.000.0()0  hides  and  skins  a year.  To  tan  these  hides 
and  skins  American  tanners  buy  from  areas  all  over  the  earth  more  than 
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$10,000,000  wortli  of  foreign  tanning  materials  annually.  Of  the  totaj  leather 
produced  each  year,  85  percent  is  used  in  the  manufacture  of  shoes,  15  percent 
is  used  for  all  other  leather  goods. 

The  raw-material  needs  of  the  I'nited  States  tanning  industry  are  supplied  in 
part  by  domestic  resources,  but  a large  proportion  always  has  been  and  must  he 
imported.  Unless  foreign  hides  and  skins  continue  to  he  available,  the  consump- 
tion of  leather  shoes  in  the  United  States  cannot  he  maintained  at  e.ssential 
levels. 

Leather  is  a vital  military  requirement.  During  the  past  war  military  needs 
took  a substantial  portion  of  all  leather  iiroduced  in  this  country.  A strong 
domestic  tanning  industi’y  is  essential  for  America.  Tliis  is  Impossible  unless 
foreign  hides  and  skins  continue  to  he  available  to  American  tanners. 

In  the  following  pages  the  sources  of  United  States  hide  and  skin  imports 
abroad  are  shown  by  countries.  The  character  of  United  States  trade  relations 
with  all  these  countries  and  the  importance  given  to  maintaining  access  to  raw 
materials  by  tlie  United  States  tanning  industry  are  vital  issues. 

Where  oiir  foreign  cattle  hides  conic  from — annual  imports  hg  source 

[Xuniber  of  hides,  average.  1037-41] 

Total  Europo 44,  (M>) 

Western  Ileinisphere : 

Arjrentina  2,01)0,000 

Brazil 575,000 

■ Paray:ua.v 24,000 

IT-ujiuay 1—,  000 

Venezuela  15,  000 

Tuba S4,  000 

Colombia 31,  000 

C'anada 130,  000 

Other  America 144,000 

Total  Western  Hemisphere 3,  505,  r»00 


Total  Asia 
Oceania : 

Australia 

New  Zealarul. 


130,  GO) 


42,0<X) 
71,  000 


Total  Oceania 

Africa : 

British  East  Africa 

Nigeria 

Union  of  South  Africa 
Other  Africa 


118,000 

17.000 

90.000 

19.000 


113,  000 


Total  Africa 


244,000 


Gra!i<]  total 4,096,000 

Where  onr  foreign  calfskins  and  kips  come  from — annual  imports  hy  source 

[Number  of  skins,  average,  1937-41] 

Total  Europe 946,  000 

Western  Hemisphere : 

Argentina 147,  000 

Uruguay 104,  (XX) 

Brazil 16,000 

Canada 399,  OOO 

Other  America 15,  (XX) 

Total  Western  Hemusphere 681,  0(X) 

Total  Asia 268,  (KXJ 

Oceania : 

Australia 310,  0(X) 

New  Zealand 559,  (X)0 


Total  Oceania 


869,  (X)0 


J 
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\Mirre  our  iorv'ujn  calf, skins  and  kif)s  vome  from — an)iu(tl  i)nporfs  bp  source- — Con. 

Africa : 

British  East  Africa 283, 

Union  of  South  Africa ST,  (M)0 

Ethi<»pia h,  OOO 

Other  Afri<*a 2.">,  OUO 


Total  Africa 


404,  000 


^1 
4 1 

4 


% 


(Iraiul  total 3,108.000 

Where  <nir  foreign  goaf  and  kid  skins  come  from—-*ninual  //a/^orLs*  ?>//  source 

fXiinibtM’  of  skins.  }iv<‘rau'o,  ltC’,7  41] 

Curopc : 

Russia 0)S,  iMlO 

Other  Europe 1,  O.TO,  OOO 

Total  Eumi>e_ 1,118,000 

Vestern  Hemisphere: 

Argentina 2.  320,  000 

Ih-a^il 4,074,  OOO 

Alexico 1.  *8S0,  0(«0 

Venezuela ".TS,  OOO 

Peru 733.0(H) 

Haiti 300.  (M)0 

Other  America S81.  OOO 

Total  Western  Hemispliere 10,404,000 

Vsia  : 

Imlin  15,3o8,  000 

(4iina 2,n8S,UOO 

XetherlamI  Indies 1,  004,  000 

Saudi  Arahia  and  Aden 1, 050,  IK)0 

Other  Asia 1,107,  iH)0 

Total  Asia 22,157,000 

Toral  Australia  and  New  Zealand 7.000 

\frica  : 

British  East  Afri<*a 1.  484.  000 

Union  of  South  Africa 1,227,000 

Xij?eria 3,200,(M)0 

Ethiopia 484,000 

Other  Africa 1,844.000 

Total  Afi'ica 8,  33.>,  0()0 

Grand  total 42,081,000 

Where  our  sheep  and  lamb  skins  and  cabretfas  come  /roa/ — Annual  imports  by 

sou rce 

[Xuinber  of  skins,  11)57-411 

Europe : 

Iceland — -8,  000 

United  Kingdom 1,311,0(K) 

Other  Euroi»e 244,000 

Total  Europe 1,583,  OfMl 

Western  Hemisphere : 

(5uiada  350,  (MIO 

Argentina *5,  258,  000 

Brazil 1,404,000 

('hile 511,000 

Uruguay 900,  OOO 

Bern 113,  0O(» 

Other  America 50,  000 

Total  Western  Hemisphere 8.  058,  CMX) 
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Where  our  sheci>  and  hunb  skiths  and  cabrettuH  come  from— Annual  imports  by 


I source — Contini 

Asia : 

1 T iiH  i V)  

Lied 

! _ 132,000 

( • Ti*jin 

t _ 41,  (KK) 

' \rahia 

1S4,  fHX) 

237,  (MM) 

Total  Asia- 
Oceania  : 

Australia 

Xew  Zealand 

1 . 

r 

_ , 1, 827PXX') 

11,027,000 

r»04,  0(  M» 


Totnl  Oivania 12. 

Africa : 


Union  of  South  Africa 

Xigeria 

British  East  Africa 

Other  Africa 


047,  (M)o 
542,  (MIO 
S()l.  000 
451,  000 


Total  Africa 2.801,000 


Grand  total 20,401,000 

SOMt:  OF  THF  INUrSTUIAt.  PKODl'CTS  FOU  WHICH  l.KATHKU  IS  THK  HAW  MATKHIAL 


(’onsumei'  goods;  Shoes,  1km4s,  gloves,  garments,  lielts,  wiu'lc  rlot^u^s,  jiocket- 
hooks,  luggage,  wallers,  furniture  and  aut<unotive  upholstery,  hariu'ss  and  sad- 
dlery. athletic  goods. 

Industrial  materials:  Transmission  belting,  textile  roliei's,  hutTers.  aprons,  nu'- 
chanical  products,  gas  meters,  washers,  gaskets  and  hydraulic  etiuipment,  straps, 
safety  ]>elts,  lacing. 

Military  articles:  Boeds.  shoes,  gloves.  Jackets,  signal  and  instrument  <*ases, 
safety  belts,  helmet  linings,  aviators'  clothing,  recoil  mechanisms,  scabbards, 
iiolsters. 

TaNXKKS'  UoT'N(  T|.  of  Amkuu  a 

100  Gold  Street,  Xew  A’okk  7,  X.  Y. 


Mr.  (tlass.  Xow,  those  facts  are  not  the  opinion  or  the  assertion 
of  this  industry  alone.  Tliey  were  contained  very  explicitly  and 
clearly  in  the  report  snbinitted  by  the  Harriinan  committee.  That 
re})ort,  it  seems  to  me,  was  a very  striking):  and  clear  statement  of  onr 
dependence  upon  foreign  sources  of  supply  and  upon  the  serious  ])o- 
tential  dangers  of  any  diversion  of  onr  limited  domestic  supplies  into 
export  channels. 

If  I may  quote  a sentence  or  two  from  the  Harriinan  report ; 


The  United  States  is  a hide  and  skin  inii)ortin^'  Nation  because  domestic 
resources  alone  are  not  adequate  to  maintain  prewar  levels  of  shoe  and  h>atlier 
consumption. 

Another  statement  in  the  Harriinan  report  I .should  like  to  call 
to  your  attention  and  to  which  I want  to  refer  in  slightly  greater 
detail  in  a minute  or  two  : 


Available  inventories  in  the  Ignited  States  are  lowt‘r  than  any  other  )H‘-acetime 
year,  probably  as  low  as  can  he  maintained  without  creation  of  htdtlenecks. 

Our  point  in  substance,  then,  is  that  as  an  importing  Nation,  as  a 
Nation  with  a constant  annual  deficit  in  hides  and  skins,  we  are  gravely 
concerned  by  the  implications  of  a measure  which  might  create  ex- 
ports of  hides  from  this  country  to  areas  which  historically  have  never 
imported  hides  from  the  United  States. 

Mr.  Dodd  referred  in  his  testimony  to  the  exports  of  hides  from 
the  United  States  in  19d7.  Nineteen  forty-seven  was  an  extraordinary 
year,  gentlemen.  Our  domestic  slaughter  in  that  year  set  a new  record. 
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are  confronted  witli  a seriously  chanjsed  situation  in  1948.  Not 
only  does  the  estimate  of  the  Department  of  Agriculture  indicate  a re- 
dnction  of  lo  percent  in  the  slaughter,  but  in  addition  we  have  been 
plagued  by  the  juicking-house  strike  in  rectmt  weeks,  and  as  a result 
of  that  packinji-liouse  strike  tliere  will  be  a reduction  of  anywliere 
froin  o00,000  hides  and  up  in  our  available  supplies  this  year,  a re- 
duction winch  is  certain  to  seriously  aggravate  conditions  confrontino- 
tanners,  shoe  mannfacturers,  and  140.000,000  consumers. 

Senatoi-  Tiiye.  May. I interrupt  for  a question  there? 

Mr.  Glass.  Certainly. 

Smiator  1h'\k.  Do  yon  think  there  is  slaughter  now  taking  place 
out>ide  the  regnlar  channels  to  such  an  extent  that  when  the  packin**' 
plants  are  reo]iened  again  there  will  not  be  the  number  of  hides  of 
ivestock  going  through  those  plants  that  there  would  have  been 
had  no  sliut-dowu  throujj^h  strikes  occurred  ^ 

Mr.  (tl.vss.  The  time  factor  in  that  respecT  is  important.  In  other 
words,  eventually  those  cattle  will  come  to  market  and  be  slaughtered. 

Senator  Iuve.  Then  you  will  have  the  hides  eventually.  My  ques- 
tion really  was.  however,  whether  there  is  slaughter  now  outside  of 
the  recognized  slaughtering  yards  that  will  take,  the  cattle  so  that 
the  hides  Avill  not  be  marketed?  Such  hides  will  not  be  preserved  or 
taken  care  of,  and  there  will  be  a resulting  loss.  Do  yon  think  they 
will  just  be  held  back  and  will  come  through  the  regular  channels  as 
soon  as  the  slaughtering  houses  or  yards  are  reopened? 

Mr.  Gla.ss.  Slaughter  now  taking  place  in  slaughterhonses  which 
are  not  strike-bound  cannot  compensate  for  reduction  in  outimt  of 
the  strike-bound  packing  plants  for  two  reasons: 

First,  the  mere  volume  cannot  be  made  up;  and.  second,  the  small 
] lacker  or  the  small  butcher  who  has  to  operate  today  in  order  to 
provide  his  local  trade  has  not  the  skill  or  experience  to  slay  animals 
properly  and  to  produce  a hide  which  can  lie  turned  into  leather,  so 
there  will  be.  on  net  balance,  some  loss.  How  much  that  will  be,  we 
cannot  estimate. 

Senator  Aikex.  Has  the  exportation  of  hides  been  pi’ettv  well  con- 
trolled through  export  quotas? 

Mr.  Glass.  Xo,  sir.  Our  position  in  that  respect,  Senator,  has  been 
that,  as  an  industry,  we  haA  e refused  to  appeal  for  export  quotas  and 
controls  because  we  import  hides;  and  we  felt  that,  if  the  Unitecl 
States  would  set  a precedent  for  the  world  of  remoAung  trade  bars 
and  trade  restrictions  and  allowing  the  free  tloAV  of  hides,  there  might 
be  nations  in  other  parts  of  the  Avorld  who  Avould  take  heed  and 
follow  our  precedent  and  permit  the  floAv  of  hides  upon  which  we 
are  dependent  to  be  resumed. 

Senator  Aikex.  HoAA’eA’er,  there  haA’c  been  quotas,  haA-e  there  not? 
Mr.  Glass.  They  Avere  suspended  March  1,  1947.  I might  call  to 
your  attention  that  the  elimination  of  the  export  quotas  on  March  1, 
1947.  Avas  folloAved  by  a A’ery  substantial  export  moA'ement  of  hides 
because  the  Avorld  market,  due  to  unsettled  conditions,  was  higher  than 
our  market.  As  a result,  the  price  of  hides,  and  therefore  the  price 
of  leather  and  shoes.  moA’ed  up  sharply  in  the  second  half  of  1947. 

The  Chairmax.  How  long  ago  was  that  ? 

Mr.  Glass.  That  began  in  the  spring  of  1947. 

Senator  Aikex.  Did  the  trade  adA’oeate  the  removal  of  export 
controls? 
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Mr.  Glass.  Xo.  There  Avere  very  substantial  portions  of  the  trade 
Avhich  AA'ere  opposed  to  the  elimination  of  export  quotas.  Ihe  lan- 
ner.s’  Council  had  taken  the  position,  in  consideration  of  the  ITO 
draft  charter,  that  Ave  stood  for  the  elimination  of  trade  barriers  and 
restrictions,  of  embargoes,  of  discrimination,  of  export  controls  and 
import  controls,  and  to  maintain  that  position  consistently  Ave  felt 
Ave  could  not  advocate,  even  though  it  Avas  to  the  direct  economic 
interest  of  the  industry,  Ave  could  not  advocate  the  continuation  of 
export  controls  in  the  United  States.  We  stood  to  gain  more  in  the 
long  run  by  the  reestablishment  of  trade  throughout  the  Avorld. 

STnator ‘Aikex.  You  asked  for  the  removal  of  export  quotas? 

Mr.  Glass.  To  be  perfectly  honest,  Ave  took  a noncommittal  position. 

Senator  Aikex.  You  did  not  appear  before  any  committee  in  Con- 
gress testifying  as  to  export  quotas  at  all? 

Mr.  Glass.  X^o,  sir. 

Senator  Aikex.  Or  anyone  from  your  trade? 

Mr.  Glass.  Not  from  the  tanning  industry. 

Senator  Aikex.  Or  from  any  allied  trades? 

IVIr.  Glass.  Yes.  The  shoe-manufacturing  interests  of  the  country 
felt  that  the  removal  of  export  controls  at  that  time  was  dangerous 
in  vicAV  of  our  limited  supplies. 

Senator  Aikex.  Did  anyone  engaged  in  the  processing  or  manu- 
facturing or  purchasing  or  selling  of  hides  and  leather  take  a posi- 
tion advocating  greater  export  allocations  or  the  removal  of  controls? 

]\Ir.  Glass.  We  did  not. 

Senator  Aikex.  Did  anyone  engaged  in  the  processing  or  manu- 
facturing or  buying  and  selling  of  hides  take  any  such  position? 

Mr.  Glass.  Yes.  Producers  of  hides  urged  that  the  export  con- 
trols be  remoA^ed. 

Senator  Aikex.  At  that  time,  hoAV  Avas  the  market  for  hides  in 

this  country?  _ . 

Mr.  Glass.  Early  in  1947  there  Avas  a declining  tendency  in  the 

market. 

Senator  Aikex.  No  processors,  however,  advocated  removal  of 
controls  or  increase  of  export  allocations  at  any  time? 

Mr.  Glass.  No. 

Senator  Thomas.  Your  booklet  shows  that  we  import  approxi- 
mately 75,000,000  hides  of  one  kind  or  another.  You  stated  already 
that  these  hides  Avere,  as  a rule,  green  hides  and  not  in  the  form  of 
completed  leather.  State  for  the  record  whether  or  not  there  is  any 
duty  or  tariff  on  these  imported  green  hides. 

Mr.  Glass.  Yes.  The  duty  on  green  hides  today  is  5 percent. 

Senator  Thomas.  And  the  duty  on  processed  or  tanned  hides  is 
how  much? 

Mr.  Glass.  From  7 percent  on  certain  types  of  leather  up  to  15  or 
20  percent  on  other  types  of  leather. 

Senator  Aikex.  What  is  the  duty? 

Mr.  Glass.  In  general,  from  7^  to  20  percent. 

Senator  Thomas.  What  is  the  duty  on  imported  boots  and  shoes? 

Mr.  Glass.  Somewhere  in  the  A'icinity  of  18  to  20  percent.  It  is  a 
l ather  complicated  tariff  schedule. 

Senator  Ellexder.  To  wbat  extent  do  Ave  export  finished  products  | 

made  from  hides?  I 
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Mr.  (iJ.Ass.  Our  total  foreign  ti'ade  on  finislnHl  products,  inclinling 
leather  and  shoes,  does  not  in  the  aggregate  iunount  to  more  than  3 or 
4 percaml  of  oni‘  domestic  piodnction. 

Senator  AIKl•;^.  Is  that  mostly  Western  I Ien*is))hei'e  exports  to  the 
-Americas  ^ 

Mr.  (tl.v.ss.  I should  say  the  gi'eater  pi'oportion  of  it  goes  to  the 
Western  Hemisj)here. 

.Senator  ^ ou.xo.  The  Army  has  (piite  a problem  in  connection  'with 
these  occupied  areas. 

Mr.  (ii.Ass.  AVe  are  not  foi‘  the  moment  disputing  the  necessity  for 
the  occu])ied  areas  to  buy  ami  acquire  the  raw  material  necessary  for 
the  rehabilitation  of  indnstry.  ^Ve  merely  state  that  such  i)urcluises 
ought  to  he  made  in  the  historic  souives  of  sui)})ly  where  they  have 
already  j)urchased  their  raw  material  in  tlu^  past,  rather  than  ilrain- 
ing  the  raw  material  in  the  I7nited  States.  The  reason  for  our  con- 
cern stems  from  two  broad  considerations:  First,  our  domestic  posi- 
tion and  economy.  In  January  of  this  year,  the  average  factory  j)rice 
of  all  shoes  was  at  th(>  factory. 

Senator  Youx<j.  1 would  agree  with  you  fully  in  noi'inal  times,  but 
in  Germany  the  Army  has  a responsibility  for  running  this  industry. 
When  they  need  shoes  badly  there,  it  seems  to  me  the  Army  ought 
to  be  entitled  to  acipiire  a certain  amonnt  of  hides  for  that  industry. 

Mr.  Glas.s.  1 agree  with  you.  sir,  but  those  hides  can  be  j)urchased 
in  South  America  and  India  and  other  i)arts  of  the  world,  where 
Germany  in  former  years  purchase.d  most  of  the  raw  materials  she 
imported. 

.Senator  Eastlaxd.  Another  thing.  Senator  Young,  the  Army  has 
got  to  have  leather  to  run  the  industrv  in  those  countries.  It  has  got 
to  have  belting,  and  this  is  where  she  wants  to  get  those  supplies. 

Senator  Youxg,  I think  it  is  absolutely  nece.ssary  that  they  be 
allowed  under  this  bill  to  acquire  a certain  amount  of  it. 

.Mr.  Gl.vss.  What  we  contend  is  that  the  bill  can  be  very  readilv 
amended  so  that  hides  are  not  listed  with  the  textile  fiber.s  pi-oduced 
in  the  United  States  to  be  purchased  under  the  proposed  revolving 
fund.  Thei-e  is  evei-y  reason  for  the  Army  to  purchase  hides  and 
-kin  for  the  use  of  the  Army  in  Germany,  but  there  is  every  reason 
to  (piestion  purchasing  those  hides  fi-om  the  United  States. 

Senator  EIllender.  Is  that  your  gi-eatest  fear  that  the  purchase  of 
the  hides  will  have  a tendency  to  lessen  our  hides  here  and  make  the 
sale  price  greater  ? 

Mr.  Gla.ss.  That  is  (me  element  in  our  concern.  The  (Jher,  I am  go- 
ing to  state  very  simply.  During  the  years  from  1941  through  1946. 
the  armed  forces  took  a major  j>roportion  of  the  cattle-hide  leather 
prodiuaxl  in  this  country  for  shoes  and  other  military  equipment.  We 
were  able  to  meet  that  terrific  demand  with  a minimum  disruption 
becau.'^e  we  had  a buffer  stock  pile  to  begin  with. 

During  the  war  years,  the  domestic  inventories  in  the  United  States 
were  drained  down  to  the  lowest  levels  on  record.  They  have  shown 
no  recoverv  since. 

A 

Senator  Tu'  e.  Last  yeai-,  if  I may  intemijit.  we  exported  hides. 

Mr.  Glass.  We  exported  raw  material, 

.Senator  Tmve.  That  is  hides  ? 

M r.  ( Ilass.  Let  me  point  out  something  there.  Senator. 
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Senator  Tiiye.  Wait  a minute.  We  exported  hides,  last  ycai’.  did 
we  not  ? 

Mr.  Glass.  Yes. 

Senator  Tuve.  Then,  if  we  exported  hides  last  year,  why  would 
we  not  be  ex})orting  hides  in  the  year  194H  and  1949  ? 

Mr.  Glass.  For  two  i-easons.  Senator:  In  the  first  place,  we  had  a 
domestic  supply  last  year  of  roughly  d^l.SOd.OOO  hides  from  the  largest 
cattle  slaughter  on  record. 

Senator  Tuve.  Your  beef-cattle  ])oi)idation  is  still  exce[)tionally 

good.  ,11 

Mr.  Glass.  The  Department  of  Agricultui'e  estimates  the  slaughter 

will  be  down  this  year  by  b>  percent.  1 hat  would  bring  us  a reduc- 
tion in  our  domestic  supply  of  over  o.ttGd.Odd  head. 

Senator  Aiken.  To  what  extent  are  eximrt  .shoes  and  other  leather 

goods  restricted  ? 

Mr.  Glass.  They  are  not  resti'icted  in  the  lea.st.  sir. 

Senator  Aiken.' You  would  not  have  them  restricted  ? 

Mr.  Glass.  The  amount  in  the  aggregate  is  such  a small  proport  ion 
of  our  total  domestic  production  that  we  do  not  feel  that  restriction 
on  the  exiiort  of  leather  in  shoes  would  have  any  iionderable  effect. 

Senator  Aiken.  And  you  would  not  have  any  restrictions  on  the 
exports  of  hides,  either? 

Mr.  Glass.  We  still  hope  that  the  continuance  of  a precedent  liy  the 
United  States  of  free  trade  in  these  law  materials  will  encourage  the 
rest  of  the  world  to  di'op  some  of  the  discriminations  and  embargoes 

which  have  been  in  eifect  since  the  end  of  the  war. 

Senator  Aiken.  Do  other  countries  have  discriminations  and  em- 
liargoes  against  the  importation  of  goods? 

Mr.  Gla.ss.  Yes:  thev  do. 

Senator  xViken.  Would  you  be  willing  to  put  the  export  of  hides  on 
the  -ame  basis  as  the  exiiort  of  other  finished  materials? 

Mr.  Gla.s.s.  'I'liev  are  today.  All  of  these  inodncts  are  subject  to 
license,  but  they  are  not  on  the  positive  list  and  not  under  the  positive 

export  control. 

Senator  Aiken.  Yon  say  they  are  subject  to  license  for  exp<wt. 

Who  grants  the  license  ? 

Mr.  Glass.  The  Office  of  International  Trade. 

Senator  Aiken.  Is  there  any  difficulty  in  securing  the  licenses? 

Mr.  Glass.  To  niv  knowledge,  no.  That  licensing  procedure,  as  we 
understand  it.  was 'instituted  on  March  1 in  anticiiiation  of  the  pos- 
sible need  for  controls.  In  answer  to  your  (juestion.  Senator  I bye. 
not  onlv  is  onr  export  siqiplv  tins  vear  going  to  be  sharply  lower  than 
last  vear  but  in  1947.  even 'tlK'Ug'h  we  began  exjiorting  hides  in  the 
by  tlie  closing  months  of  tlie  year  onr  sn])[)ly  situation  bccainc 
so  urgent  that  we  luul  to  begin  importing  hides  on  a tremendous  scale 
to  make  iqi  a snjiply  deficit. 

Senator  Thye.  That  was  due  to  that  tremendous  Army  jmrcliase 
late  in  the  summer  of  1947 : however,  the  Army  made  a tremendous 
hide  purchase  for  Greei'e  last  summer,  did  they  not  ? 

Mr.  Glass.  Xo.  sir. 

Senator  Thye.  Oh,  yes;  they  did.  . . , , , 

Mr.  Glass.  Our  supply-and-demand  statistics  show  tiiat.  as  a result 
of  "the  e.xport  movement 'of  hides  which  began  in  March  1947  ami  con- 
tinued for  approximately  6 months,  supplies  in  the  UniK'd  States 
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\vor<>  so  seriously  drained  tliat  iirices  advanced  more  than  100  percent, 

it  beranie  necessary  for  tanners 

Senator  Thyf..  Who  was  taking  all  those  hides? 

Mr.  Glass.  Europe,  primarily. 

Senator  Iiiyk.  But  who  was  making  the  purchase? 

Mr.  Gl.ass.  Civilian  intere.sts  in  Europe— Holland,  Belgium, 
P ranee,  and  the  United  Kingdom. 

Seuatoi  Ihik.  M hat  was  the  aggregate  purchase  of  the  Army? 
.Mr.  (iLAss.  In  tlie  aggregate,  thev  were  small  last  vear. 
heuator  Thyk.  How  much? 

Mr.  (iLAss.  A\  e do  not  luiA  e the  accurate  figures.  Trade  estimates 
uulicate  It  was  less  than  100.000  hides.  The  point  I want  to  emjdiasize 
!s  tliat,  by  the  end  of  those  years,  the  amount  of  those  e.xports,  our 
fundamenial  deficit  position  forced  us  into  the  workl  market  to  pav 

1(H)  piiceut  up  ff)r  hides  to  make  up  for  the  loss  we  sustained  bv 
e.xports  early  in  the  year. 

Seuatoi-  Ellkxdkh.  To  what  extent  is  the  world  supplv  of  hides 
>-liort ; do  you  know  ? 

Mr.  Glass.  'I hat.  sir,  is  one  of  those  diliicult  que.stious  to  answer 
tor  two  reas(uis.  In  uiaiiy  of  the  European  countries  where  currency 
and  commodity  conditions  are  unsettled,  commodities  are  held  not  so 
much  for  their  direct  economic  utility  as  for  a hedge  again.st  inflation 
or  against  curreiicy  devaluation,  and  until  the  e.xchange  of  those 
European  countries  are  stabilized  we  cannot  have,  any  real  indication 
of  how  serious  the  supply  position  is. 

Senator  Eixe.xdf.k.  IVe  do  not  have  anv  diflicultv  in  obtaiuino-  our 
siijiplies  from  abroad,  do  we? 

Mr.  Gu\ss.  IVe  do;  yes,  sir. 

Senator  ELLKxnKR.  On  account  of  scarcity? 

Mr.  Gl.\.ss.  Partially  scarcity  and  more*  important,  sir,  the  exist- 
<*nce  in  several  nations  of  arbitrarv  unilateral  monopolistic  controls 
Senator  Ellexder.  Mliat  countries? 

Mr.  Glass.  Argentina. 

Senator  Ellexdek.  How  much  more  or  less  does  a hide  from  Aro-en- 

tina  or  from  Arabia  cost  than  what  ours  sidl  for,  from  local  manii- 
tacturers? 

Mr.  Glass.  Currently,  the  Argentina  Trade  Promotion  Institute,  a 
parailoxical  term,  by  the  way,  is  quoting  better  than  31  cents,  c.  i.  f. 
New-  York,  for  hides  comparable  to  those  which  are  selling  in  the 
markets  for  '2-\  and  :?4  cents,  and  Argentina  is  the  largest  single  source 
of  quality  cattle  hides  in  the  world  market. 

Senator  Ihomas.  \Vould  not  this  program  as  outlined  in  this  bill 
have  a tendency  to  raise  the  price  of  hides  in  this  country? 

^Ir.  Glass.  If  it  .stimulated  any  substantial  measure  of  exports  from 
the  United  States,  it  could  have  very  dangerous  consequences,  as  far 
as  price  is  concerned.  In  Januar}"  this  year,  the  avwage  factory  price 

of  shoes  made  in  the  United  States  was  $3.91,  according  to  the  Bureau 
of  Census. 

Senator  P,.i.lexdek.  Does  (hat  include  all  tv  pes,  children’s  shoes  and 
others? 

Mr.  Glass.  Yes,  sir. 

Senator  Ellexder.  I was  wondering  vvdio  is  making  the  profit  on 
ladies’  .shoes  .selling  foi-  and  $30  a pair  ■'nd  men’s  shoes  from 
&18  to  $20  a pair. 
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Senator  Thye.  That  is  what  I was  going  to  ask. 

Mr.  Gl.vss.  You  ought  not  to  forget  that  shoes  in  the  category  to 
which  you  refer  account  for  one-half  of  1 ])ercent  of  the  total  output, 
that  the  bulk  of  .shoes,  shoes  that  are  .sold  by  Thom  McAn  and  Sears. 
Koebiick  and  Penney,  are  shoes  that  retail  today  at  $5  and  $(>.  The 
average  factory  jirice  of  $3.91,  and  the  mark-up  which  the  retailer  must 
impose  to  cover  carrying  charges,  overhead,  and  selling  cost  accounts 
for  the  diflerence  between  the  factoi-y  average  and  the  selling  jirice. 

Senator  Thye.  IVhat  are  the  average  prices  of  shoes?  You  have 
the  ligiireson  what  the  factory  averages  were? 

Mr.  Gla.ss.  I would  say  ajiproxiniatelv  $5.2, I or  $5.40. 

Senator  Thye.  Is  that  il  guess? 

Mr.  Glass.  Yes,  sir. 

^'enator  I hye.  How  did  you  hajipen  to  have  the  factory  cost  so 
definite  and  the  other  just  a matter  of  giie.ss  ? 

Mr.  Geas.s.  Tlic  factory  juice  is  conijiiled  by  the  Bureau  of  the 
Census.  It  is  based  on  the  inonthly  coinjiilation  of  total  shoe  shiji- 
inents  made  from  the  factories  and  their  aggregate  value. 

in  other  vvoi-ds,  40..)  million  jiairs  of  shoes  shijjjied  at  an  aggre- 
Jliite  of  1,58.5  inillion  dollars  and  the  average  is  a matter  of  siiuj)le 
division,  $,3.91  in  January. 

Senator  Ellexder.  How  much  does  it  cost  in  leather  and  labor  to 
make  a shoe,  let  us  .say,  that  Sears,  lioebuck  sells  for  $5.98  or  $2.95  in 
contrast  with  one  which  my  friend  Senator  Ea.stland  bought  last  week 
for  $23  or  $24?  I would  like  to  get  that  question  answered,  if  I can. 

Mr.  Gla.ss.  1 would  jirefer  to  have  the  reju-esentatives  of  the  .shoe 
industry  addre.ss  theiiLselves  to  that  question,  but  I will  tell  you  as 
much  as  1 can  on  the  subject. 

'I'he  cost  of  labor,  the  cost  of  material,  the  total  work  that  goes  into 
the  shoe  at  a higher  jirice  is  immeasurably  greater  than  aggregate  costs 
that  are  involved  in  the  jiroduction  of  a low-cost  .shoe. 

For  exainjile,  a low-cost  shoe  may  be  retained  oiiHhe  w(M)den  last 
or  the  forms  for  a half  hour  or  an  hour  iu  the  course  of  jirodiiction. 
The  high-grade  shoe  may  be  kept  on  the  last  for  as  long  as  (>  or  7 week.'-. 

Senator  I oi’xo.  What  j)art  of  the  cost  of  the  av^erage  pair  of  shoes 
is  rej)reseuted  by  the  hitles  themselves? 

Mr.  Glass.  I can  tell  you  so  far  as  leather  is  concerned.  Hide.-> 
account  for  50  to  (50  jiercent  of  the  cost  of  making  leather. 

I'he  Chairaiax.  How  is  that  ? 

Mr.  Glass.  The  raw  hides  account  for  50  to  60  percent  of  the  cost 
of  making  leather.  In  other  words,  a dollar’s  worth  of  leather  repre- 
sents 50  or  GO  cents’  worth  of  hide  substance. 

Senator  Youxo.  lYliat  jiart  of  the  co.st  of  a pair  of  shoes  is  repre- 
sented by  the  cost  of  hides  ? 

« 

Mr.  Glass.  Approximately  30  to  35  jvercent,  I would  say.  A rej>- 
resentativ^e  of  the  shoe  industry  corrected  me — 50  percent.  That  is 
the  finished  leather. 

Senator  Thye.  How  many  pairs  of  shoes  do  you  get  out  of  an  ordi- 
nai-y  steei-  hide  ? 

Mr.  Glass.  We  use,  as  a rule-of-thumb  calculation,  20  pairs  of  shoes 
per  hide. 

Senator  Thye.  Twenty  jiairs  jier  hide? 

Mr.  (jlass.  1 ought  to  qualify  that  because  when  we  say  there  are 
20  pairs  jier  hide  we  are  taking  into  account  all  other  kinds  of  .4cin> 
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tliat  jfo  into  the  pot — jroat  skins,  c-alf  skins,  and  slieeji  skins.  So  as  a 
woi'kin^  rule  of  tluiinl)  onr  calculations  are  pi-edicated  uj)on 
OGO  pairs  of  shoes  per  million  hides. 

Senator  Youxo.  What  is  the  cost  of  hides  ^ 

Mr.  (h.Ass.  C'onditions  ai'e  a little  uncertain  due  to  the  packiut^- 
house  strike.  Somewhere  in  the  vicinity  of  lid  to  liG  cents. 

S:*nator  Ellexder.  A ])ound  ? 

Mr.  (ii.Ass.  A pound. 

Senator  Ellf.X'dek.  How  much  would  that  be  average  for  the  hide? 

Senator  Glass.  The  avei’age  weight  for  a hide  is  40  pounds. 

Senator  Thomas.  You  say  40  pounds  is  the  average  weight? 

Mr.  Glass.  M\dl,  taking  account  of  the  so-called  kijis  which  also  are 
employed  in  cattle-hide  leather. 

Senator  Thomas.  But  the  average  hide  like  the  cow  hide  or  .steer 
hide,  any  of  those  hides  that  normally  go  into  that  type  of  shoe,  that 
would  be  50  ? 

Mr.  Glass.  That  would  be  close  to  50. 

Senator  Ellexdek.  That  will  average  $10.40  a hide? 

Mr,  Glass.  Yes,  at  40  pounds  j)er  hide.  .Vt  50  pounds  it  would  be 
$13. 

Senator  Ellexder.  What  is  your  greatest  cost  in  converting  that 
hide  into  usable  leather  as  tanned  leather? 

IMr.  Glass.  Labor. 

Senator  Ellex^der.  Take  this  hide  that  cost  you  $10.40.  How  miicli 
does  it  cost  you  to  prepare  it  for  use  to  make  shoes? 

Mr.  Gii-vss.  Roughly,  about  $5  to  $6. 

Senator  Ellexder.  That  would  be  about  $1G  then  for  the  leather 
used,  roughly  speaking,  to  make  20  pairs  of  .shoes? 

Mr.  Glass.  Not  quite. 

Senator  Ellexder.  You  said  a moment  ago  that  each  hide  averages 
about  20  pairs  of  shoes. 

Mr.  Glass,  l^s. 

Senator  Ellexder.  And  according  to  your  own  figui'es  here  the 
cost  of  the  hide  plus  the  cost  of  tanning  preparatory  to  making  the 
shoes,  is  $5  or  $G,  that  would  make  it  roughly  speaking,  $1G.50? 

Mr.  Glass.  You  will  remember  I qualified  it  by  pointing  out  that 
that  figure  of  20  pairs  per  hide  is  an  average  which  takes  account,  in 
an  over-all  sense  our  use  of  40,000,000  goat  skins,  10,000,000  to  12,000,- 
GOO  calf  skins,  and  so  forth. 

Senator  Thye.  But  those  goat  skins  and  ( alf  skins  do  not  cost  you 
$5  or  $G  to  tan  ? 

Mr.  Glass.  On  a per  pound  basis. 

Senator  Thye.  Me  are  off  the  subject  on  which  we  were  trying  to 
get  information.  However,  it  is  very  interesting  to  know  that  you 
are  somewhat  confused  on  your  figures  of  what  it  cost  to  make  a pair 
of  shoes,  so  far  as  the  hide  value  is  concerned. 

Mr.  Glass.  AVhen  you  take  account  of  what  it  cost  to  make  a pair 
of  shoes,  the  average  iiair  of  shoes  may  have  calf  leather  as  well  as 
cattle-hide  leather,  so  in  calculating  that  average  of  what  the  leather 
cost  for  a pair  of  shoes  is.  you  must  weigh  by  the  different  types  of 
leather  which  are  employed. 

Senator  Ellex^der.  As  I understood  you  a while  ago,  you  used  goat 
skins,  .sheep  skins,  calf  hides,  and  everything  else,  and  out  of  a million 
hides  you  get  20.GG0.G00  pairs  of  shoes. 
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^Ir.  Glass.  Let  me  give  you  another  way  of  looking  at  that  figure, 
sir. 

Our  total  production  of  shoe  leather  last  year  was  worth  apiiroxi- 
mately  $700,000,000.  The  wholesale  value  of  shoes  produced  was 
somewhere  in  the  vicinit}',  as  I recall,  of  $1,700,000,000. 

Senator  YYuxm.  According  to  the  figures  you  gave  a while  ago. 
the  cost  of  the  raw  hides  going  into  a pair  of  shoes  would  not,  on 
any  of  your  figures,  be  less  than  a dollar  ? 

Mr.  Ctlass.  Let  me  give  you  some  concrete  illustrations  on  that. 
Here  is  a pair  of  shoes  made  with  calf  uppers,  lor  example. 

Senator  Thye.  I think  the  simple  arithmetic  which  we  are  qualified 
to  follow  was  this  fact  that  you  paid  $10  for  the  hide  on  an  average 
and  it  cost  you  about  $5  or  $G  to  tan  it.  That  is  simple  arithmetic. 

Mr.  Glass.  You  are  familiar  with  your  dairy  industries? 

Senator  Thae,  I am  familiar  with  calves  and  sheep  and  goats,  and 


so  on. 

Mr.  Glass.  AVould  it  be  accurate  to  say  that  a critter  selling  on  the 
hoof  for  25  cents  a pound  accounts  for  a i)orterhouse  steak  at  $1.25? 

Senator  Thye.  AVe  are  confining  ourselves  strictly  to  the  business 
we  are  interested  in  here  and  that  is  hides. 

Mr.  Glass.  We  asked  a few  questions  that  led  into  a foreign  fiehl 
as  to  the  export  of  the  hides.  1 am  not  trying  to  be  jocular.  Out 
of  this  given  hide  which  looks  like  this,  some  parts  are  not  usable  for 
shoes.  They  can  only  be  used  for  other  incidental  purposes. 

Senator  Ellexder.  Still  you  get  20  jiairs  out  of  that  hide  average. 
That  other  stuff  must  be  gravy.  You  must  sell  that  to  somebody  else. 

Mr.  Gl  ASS.  AVhen  we  sell  a pair  of  soles  out  of  this  part  of  the 
hide  which  is  usable  for  shoes,  that  has  to  bear  the  burden  of  the 
lower  price  that  the  inferior  part  of  the  hide,  usable  for  other  pur- 
poses not  for  shoe  purposes  must  sell  for.  That  is  the  only  reason 
that  I referred  to  the  ju’ice  of  livestock  on  the  hoof. 

Senator  Ellexder.  I think  we  are  off  the  subject.  MY  will  reserve 
that  for  future  investigation,  especially  if  the  price  of  shoes  keeps 
on  going  up. 

I miglit  refer  you  to  the  congressional  hearings  inferred  to  the 
Economic  Committee.-  I sat  through  those  hearings  with  a good  deal 
of  interest  and  1 think  it  was  agreed  that  in  the  examination'of  the 
hide,  skin,  leather,  and  shoe  prices,  that  the  basic  element  of  cost 
i-esponsibility  for  the  advance  in  cost  of  shoes  to  consumers  Avas  the 
hide.  Those  figures  were  developed  in  considerable  detail,  and  if 
any  Senators  Avouhl  like  to  see  them  we  Avoidd  be  glad  to  present 
them. 

I just  cannot  see  hoAv  the  small  number  of  hides  that  Avould  be 
purchased  Avith  the  trivial  amount  of  $15G.G00.0GG.  Avhich  is  to  be 
used  also  for  cotton,  wool,  and  everything  else.  Avould  be  involved  so 
as  to  sei-iously  affect  the  supply  in  this  country. 

Mr.  Glass.  Yes:  but  that.  sir.  is  Avhat  happened  this  last  Aveek. 
Here  is  a packing-house  strike  and  tAvo  or  three  hundred  thousand 
hides  are  tied  up  in  cellars,  and  customers  are  forced  to  go  into  the 
market  to  buy  additional  hides  and  the  hides  haA^e  advanced  from 
2 to  3 cents  a pound.  Before  the  war  aa^  had  in  this  country  the 
equivalent  of  3.G00.000  hides  as  a stock  of  leather. 

Senator  Tha'e.  You  say  they  haA’e  to  go  into  the  market  and  acquire 
the  hides  ? MHiere  do  they  go  to  acquire  the  hides  ? 
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Mr.  Glass.  From  those  packers  Avho  are  still  in  operation. 

Senator  Tha'k.  The  packers  that  are  still  in  operation  ^ 

Mr.  Glass.  Yes. 

Senator  Thye.  So  that  they  are  not  goin«j‘  out  into  the  inii)ort  field 
to  get  the  hides? 

Mr.  (tlass.  Yes;  there  are  some  efforts  heing  made  right  now  by 
tanners  to  see  whether  hides  can  be  elsewh(*re  in  Canada.  We  have 
tried  to  purchase  some  in  Mexico.  Mexico  unfortunately  has  a pro- 
hibitive export  tax. 

Senator  Thye.  Yon  can  bring  in  raw  hides  from  Mexico? 

Mr.  (tlass.  Yes.  Under  the  liAI  restriction,  as  to  anticeptics.  'I'he 
disappearance  of  200,000  available  hides  from  the  market  has  had  a 
terrifically  stimulating  effect  uj)on  the  leather  economy. 

Senator  Ellexdek.  But  this  amount  in  ])nce  was  far  out  of  balance 
with  the  short  supply.  In  other  words,  yoti  may  need,  say.  10.000.000 
hides,  let  us  say.  You  have  got  a shortage  <jf  only  1 percent  of  that, 
it  may  affect  the  price  so  that  it  goes  way  out  of  bounds. 

Mr.  Glass.  Yes,  sir. 

Senator  Elle.vdek.  Why  is  that  ? 

Mr.  Glass.  Because  hides  are  a A'ery  v(»latile  commodity  .and  that 
is  due  to  two  factors.  First,  the  hides  are  a byproduct.  There  is  no 
control  over  the  supply.  We  cannot  turn  out  more  hides  at  will  as  we 
can  tin  dippers.  We  are  dependent  on  the  packing  industry. 

Secondly,  if  we  increase  the  tlemand  200, 000  in  jtroportion  to  the 
sujtply  in  the  completely  free  market  which  the  hide  market  is,  that 
unbalance  of’  the  supply  and  demand  produces  a tremendous  stimulous 
and  forces  prices  up. 

Senator  Ellkxdek.  It  does  not  take  much  to  knock  it  out  of  balance. 

Mr.  Glass.  We  are  concerned  Avith  that  because  there  is  already 
clear-cut  evidence  in  the  shoe  industiy  that  the  price  to  Avhich  shoes 
have  gone,  and  I say  through  no  fault  of  ours,  basically  due  to  the  rise 
ill  the  cost  of  raAv  material  over  which  A\e  have  no  control,  that  rise, 
in  the  price  of  shoes  has  already  compelled  many  consumers  of  the 
Ignited  States  to  curtail  their  shoe  purchases  below  the  standai'd  to 
Avhich  they  AA'ere  accustomed  prior  to  the  war. 

In  1!)47.  consumers  are  buying  fewer  shoes  ])er  capita  than  they  pur- 
chased before  the  Avar.  The  other  factor  Ave  ai'e  concerned  Avith  is  that 
Ave  do  not  have  the  buffer  stock,  Ave  do  not  have  the  supply  of  leatlier 
on  hand,  so  in  the  event  of  a national  emergency  it  Avouhl  be  extremely 
difficult  to  fill  the  demands  and  requirements  Avhich  might  become 
apjiarent. 

For  that  reason,  Ave  feel  it  desirable  to  amend  the  bill  .so  that  the 
purchase  of  hides  produced  in  the  United  States  be  deleted  and  that 
the  requirements  of  the  occupied  areas  be  filled  from  their  historic 
sources  of  supply  in  the  Avorld  market. 

Senator  Ellexdek.  It  is  A’ery  difficult,  in  the  purchases  of  goods, 
even  Avith  American  dollars  api)ro[)riated  to  make  sure  that  these 
occupied  areas  Avill  get  a fair  amount  of  hides  ? 

Mr.  Gl.vss.  If  those  American  dollars  to  be  appropriated  Avere  to 
be  used  for  the  purchase  of  hides  in  other  areas  of  the  Avorld  the  supply 
Avould  be  available. 

Senator  Ellexdek.  Well,  of  course  this  is  a revolving  fund.  These 
hides  must  be  purchased  and  the  product  sold  so  as  to  make  more 
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» dollars,  to  keep  on  purchasing  these  raAv  products  in  order  to  rehabili- 

tate these  occupied  countries. 

Senator  Eastlaxd.  In  fact,  you  cannot  even  run  the  industry  if 
they  cannot  get  leather  oA’er  there.  They  cannot  spin  aa'ooI  and  cotton 
unless  they  can  get  leather  for  belting  to  run  the  industry. 
i Mr.  Glass.  Hides  and  skins  haA’e  been  purchased,  I understand,  for 

those  occupied  areas  from  those  customary  historic  sources  of  supply, 
f Senator  Easti,.axd.  They  have  not  got  the  money  from  appropriated 

! funds  to  do  it.  This  is  just  letting  Japan  earn  its  Avay  instead  of  a dole 

out  of  Treasury. 

Mr.  Glass.  We  do  not  question  the  basic  purpose.  All  Ave  are  sug- 
gesting is  that  the  hides  need  not  be  purchased  Avithin  the  United 
: States,  because  we  need  every  hide  Ave  produce  in  this  country  for  our 

own  ciA’ilian  economy  and  for  reasons  of  national  security. 

Senator  Eastlaxd.  I see  that,  but  is  it  not  a fact  that  your  real 
objection,  to  get  doAvn  to  the  fundamentals,  is  that  you  think  this  bill 
Avould  haA’e  a tendency  to  increase  hide  prices.  Fundamentally,  is 
that  not  your  basic  objection? 

Mr.  Glass.  Yes,  sir.  That  is  one  of  our  objections.  It  Avould  tend, 
as  Mr.  Harriman  pointed  out,  to  create  a dangerous  situation. 

Senator  Easti.axd.  That  is  debatable,  but  I am  glad  you  agree  that 
fundamentally  it  is  because  it  Avould  haA'e  a tendency  to  increase  prices. 
Of  course  it  Avould  be  only  a moderate  increase. 

The  Chaikaiax.  HaA’e  you  completed  your  statement  ? 

• Mr.  Glass.  Yes;  I think  I luiA’e,  unless  the  Senators  have  any  fur- 

ther questions  they  avouIcI  like  to  address  to  me  or  to  the  representatives 
of  the  shoe  industry. 

The  Chairmax.  We  haA’e  got  a couple  more  Avitnesses  here  and  Ave 
Avould  like  to  finish  up  by  noon. 

IVe  are  much  obliged  to  you.  That  Avas  a A'ei  y good  statement. 

Mr.  Glass.  Thank  you,  Mr.  Chairman. 

The  Chaikmax.  Next  is  Mr.  W.  W.  Stephenson,  executiA’e  vice  jn-esi- 
dent  of  the  National  Shoe  Manufacturers  Association  of  Ncav  York. 

STATEMENT  OF  W.  W.  STEPHENSON,  EXECUTIVE  VICE  PRESIDENT, 

NATIONAL  SHOE  MANUFACTURERS  ASSOCIATION,  NEW  YORK, 
N.  Y. 

Mr.  Stephexsox.  I speak  for  the  shoe  manufacturers  of  the  country 
generally,  and  Avant  to  subscribe  to  the  things  that  Mr.  Glass  said 
alaiut  the  economic  effects  of  this  bill  and  also  to  subscribe  particularly 
to  Avhat  he  said  about  our  Avillingness  at  all  times  to  cooperate  Avith  the 
Army  in  its  needs,  but  our  continuing  concern  in  regard  to  our  hide 
siqiply. 

I have  no  prepared  statement  but  I have  jotted  doAvn  a feAv  notes  of 
things  I Avould  like  to  clarify  and  possibly  Avhile  I am  up  here  I should 
, clarify  a couple  of  points  Avith  respect  to  shoe  prices. 

Ij  • With  respect  to  the  last  discussion  that  Avas  held  here  about  the  real 

reason  of  the  tanning  and  shoe  industries  objection  to  the  inclusion 
I of  hides  bought  in  this  country,  I Avould  say  that  the  matter  of  price 

I . is  only  a part  of  that  reason,  insofar  as  AA’e  are  concerned,  but  it  is  an 

impoi'tant  part  for  this  reason:  It  is  A’ery  obA’ious  here,  and  all  oA’er 
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this  country,  that  there  is  a keen  interest  in  the  price  of  shoes  and 
wlienever  you  increase  the  price  of  hides  you  increase  the  price  of 
slioes. 

Senator  Tiiye.  May  I interrupt  there  ? Is  that  basically  a necessity 
or  is  it  just  a policy  ^ 

Mr.  Stepiiexsox.  I would  say  it  is  basically  a necessity  because 
when  you  increase  the  cost  of  shoes  you  naturally  increase  the  selling 
price  of  shoes. 

Senator  Tiiye.  'Well,  the  cost  of  the  hide  is  reflected  in  the  ultimate 
sellinir  price  of  the  shoes? 

Mr.  Stta’iiexsox.  I will  be  "lad  to  clarify  that  point.  In  fact,  I 
want  to.  I have  no  other  reason  for  bein^  up  here,  if  possible,  except 
to  clarify  that  ]>articular  point  and  I hojie  I can  do  it  rather  simply. 

Stmator  Eastland.  You  believe  in  a free  economy;  do  you  not? 

Mr.  Stephenson.  I certainly  do. 

Senator  Eastland.  You  do  not  believe  in  Government  control  or 
regimentation  of  any  kind;  is  that  right? 

Mr.  Stephenson.  That  is  right. 

Senator  Easthvnd.  Then  why  do  you  not  let  it  apply  to  hides  in 
this  country,  and  let  them  develop  and  do  business  Avhere  they  want 
to?  You  want'  to  sell  shoes,  von  want  to  manufacture  shoes,  you 
want  to  put  whatever  mark-up  or  profit  on  your  business  that  you 
desire,  you  want  to  handle  it  as  you  desire.  Why  should  not  the 
bide  ])roducers  of  this  country  have  the  same  right  to  sell  their  product 
abroad : that  is,  to  Japan  and  to  Germany  ? 

^[r.  Stephenson.  It  wotild  not  appear  to  be  necessary  to  make  it 
obligatory  for  these  purchases  to  be  made  in  the  United  States  when 
they  historically  have  not  been  made  in  the  United  States. 

Senator  Eastland.  When  the  American  Congress  is  putting  up 
money  certainly  they  would  want  to  push  an  American-produced 
}>roduct. 

IMr.  Stephenson.  I would  like  to  add  one  other  jioint  in  connection 
with  tlie  basic  reason  for  our  objection  along  with  the  matter  of  price. 
We  are  concerned  about  sipiply  as  well  as  price. 

Senator  Eastland.  American  prices  are  cheaper  than  foreign 
prices ; are  they  not  ? 

:\Ir.  Stephenson.  Yes;  they  are.  On  this  question  of  exporting 
hides  last  year,  on  which  there  has  been  considerable  emphasis.  My 
figures  are  we  exported  net  something  like  100,000  hides  last  year  and 
we  anticipate  a take-off  according  to  the  Department  of  xVgricultiire 
figures,  of  at  least  o,000,000  hides  less  this  year.  That  makes  a very 
substantial  difference  between  1947  and  1948,  where  we  give  emphasis 
to  a very  minor  net  export  figure  last  year. 

Senator  Eastland.  The  worst  that  could  happen  under  this  bill, 
from  your  standpoint,  would  be,  if  there  was  a big  export  of  hides 
from  this  country  under  this  program,  it  would  make  the  domestic 
]>rice  and  the  world  price  equal,  make  them  level  off  with  each  other; 
would  it  not  ? 

Mr.  Stephenson.  In  addition  to  the  drain  on  the  domestic  sujiidy. 

Senator  Eas'it.and.  That  is  it.  That  is  what  Avould  happen.  The 
prices  in  this  country  and  abroad  would  equalize  each  other. 

Mr.  Stephenson.  Well,  most  of  the  prices  that  Ave  are  dealing  Avith 
abroad,  for  example.  Argentine  prices,  Avhicli  is  a very  important 
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factor  in  this  Avhole  thing,  are  Government -controlled  and  Govern- 
ment-pegged prices. 

Senator  Eastland.  It  is  just  fundamental  that  your  Avorld  price 
of  hides  or  any  other  commodities  under  a set-iqi  like  this  Avould 
equalize;  is  that  not  true? 

iMr.  Stephenson.  It  is  possible. 

Senator  Eastland.  Do  you  not  think  the  American  producer  is 
entitled  to  the  world  price? 

Mr.  Stephenson.  I think  if  Ave  recognize  that  fact  Ave  must  recog- 
nize that  the  American  consumer  has  got  to  pay  that  bill  in  tremen- 
dous forms  of  money  to  siqiport  those  higher  prices.  That  is  another 
recognition. 

Senator  Eastland.  IVhy  sliould  the  American  producer  be  held 
doAvn  to  an  unnaturally  Ioav  price? 

Senator  Young.  I tliinlc  this  is  to  the  point:  .Vmerican  agriculture 
has  stejiped  up  its  production  tremendously  and  in  the  future  is 
going  to  haA'e  to  find  a AAorhl  market.  Back  in  those  years  AA’here  you 
say  historically  they  have  bought  hides  from  some  other  country, 
during  those  years  Avheri  Ave  had  a depression,  the  United  States  Avas 
importing  more  agricultural  jiroducts  than  they  AA’ere  exjiorting.  If 
Ave  AA'ent  back  to  that  policy,  the  Avliole  Nation  Avould  be  backed  up 


again. 


^Ir.  Stephenson.  We  are  not  adA'ocating  for  a moment  that  the 
American  producers  be  excluded  from  Avorld  markets. 

Senator  Eastland.  You  are  talking  about  historical  markets.  His- 
torically, during  the  depression  years.  Europe  Avas  buying  their yirod- 
ucts  from  South  America  and  cA'ery  other  place  except  the  I.  nited 
States,  and  one  thing  Ave  ought  to  do  to  secure  .some  form  of  economy 
that  Avould  Avork  in  the  future  Avould  be  to  get  for  the  United  States 
some  of  those  markets  rather  than  purchase  every  oilier  place  but 
the  United  States,  particularly  uoav  Avhen  aa'c  are  appropriating  the 
dollars. 

Senator  Thomas.  Let  me  make  an  observation  and  -see  if  I am  not 
correct.  Is  it  not  a fact  that  the  selling  price  of  shoes  made  in  xVmerica 
are  based  on  the  cost  of  foreign  hides  ? 

Mr.  Stephenson.  No;  I Avould  not  say  that  is  true.  It  is  based 
on  the  cost  tliat  the  manufacturers  in  this  country  pay  for  the  hides 
that  they  actually  consume.. 

Senator  Thomas.  Do  you  average  them  or  do  you  have  a price  for 
shoes  made  from  foreign  hides  and  a price  for  shoes  made  from  <lo- 
mestic  hides? 

l\Ir.  Stephenson.  They  Avould  probably  average  out  but  there  are 
very  feAv  foreign  hides  used  at  the  present  time. 

Senator  Thomas.  75,000, 000  imported,  according  to  this  booklet 
AA-hich  is  in  evidence  ? 

Mr.  Stephenson.  Of  course,  a large  portion  of  that  75.00h.H00  is 
sheepskin  and  not  cattle  hides. 

Senator  Thomas.  Let  us  see  if  they  are. 

Mr.  Stephen.son.  I do  not  mean  sheeiiskin.  Sheeiiskin  and  kid- 
skin. 

Senator  Thomas.  Foreign  hides,  cattle  hides,  3.200  foreign  calf- 
skins, 42,000  foreign  goatskins,  and  26,000  foreign  sheepskins  come  in. 
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Mr.  J>TEPHr.xs()x.  ^ ou  havp  (>(i,()U(),()()n  out  of  your  total  tijiuiv  there, 
)f  sheep  and  <roat  skins. 

Stniator  Thye.  Then  it  would  be  rea.sonable  to  believe  tluit  we 
jould  be  lon<^  on  steerhides.  oowhides.  bullhides.  and  still  be  importinj^ 
sids;  eould  we  not  ? 

Mr.  Steimiex.sox.  It  eonld  be  reasonable  and  possible. 

Senator  Tiiye.  \ou  have  found  the  situation  to  be  that  at  times, 
lave  you  not.  when  the  slaughter  of  the  matured  animal  was  treater 
11  number  than  your  own  consumer  demand  and  you  were  still  im- 
Kirtinji  kid  and  that  type  of  hide  ? 

Mr.  Stephexsox.  At  the  same  time  we  liaA  e also  imported  some  of 
he  cattle  hide  too  which  we  indicate  that  we  were  short.  We  had 
nore  cattle  hide  in  relation  to  our  needs,  but  we  were  not  over  on  it.  we 
ivere  short,  because  Ave  imported  some.  We  import  practically  all  of 
)ur  goatskins  and  about  half  of  our  sheepskins. 

Senator  Tua'e.  That  is  true,  because  historically  you  do  not  pro- 
luce  enough  in  this  country  to  supply  that  need. 

Mr.  Stephexsox.  That  is  rijjht. 

Senator  Tha'e.  Hut  we  go  back  again  to  the  fact  that  you  might 
le  long  in  steerhides  and  coAvhides  and  find  yom’self  compelled  to 
mport  goat  and  kid  and  sheep  hides  from  other  countries.  Conse- 
[uently  if  Ave  Avere  shipping  steerhides  and  coAvhides  to  Janpan  Ave 
Aould  not  disiaipt  your  economy,  because  y(>u  could  sujiply  all  your 
leeds  in  that  particular  hide,  and  still  you  AA  ere  importing  the  other 
lides.  of  Avhich  the  production  in  the  United  States  Avas  not  sufficient  ? 

Mr.  St  EPHEXsox.  Senator  Thye,  you  are  stating  the  possibility,  but 
t is  a condition  Avliich  does  not  exist.  I Avould  emjihasize. 

Senator  Thye.  You  mean,  it  exists  today  or  has  exi.sted? 

Mr.  Stephexsox.  It  does  not  exist  today,  or  has  not  existed,  A\diere 
ve  are  long  on  any  type  of  skins  in  this  country. 

Senator  Thye.  Is  that  the  history? 

Mr.  Stephexsox.  That  is  the  history  and  the  condition  today,  where 
.ve  need,  year  after  year,  and  back  over  the  years,  more  than  we  have 
lere.  not  only  of  the  lighter  hide  of  the  goats  and  sheep,  but  of  the 
•attle  hides  as  AA’ell. 

Senator  Thye.  Thank  you. 

Mr.  S iT.PHEXsox.  I obseiA’ed  in  (’olonel  BaldAvin's  testimouA"  no 
•eference  AA'hateA'er  to  hides,  I listened  carefully.  I heard  him  talk 
It  length  on  the  need  for  cotton  textiles  and  the  need  for  aataoI.  I 
leard  him  make  no  reference  to  hides.  I obseiwed  in  Mr.  Dodd's 
estimony,  and  in  others,  considerable  emphasis  on  surplus  and  the 
tccpiijing  of  these  materials  through  surplus,  and  I gather  from  that 
he  possibility  that  there  might  not  be  as  much  emphasis  on  hides  on 
he  jiart  of  the  Army  as  on  these  other  commodities  and  I AAmuld 
ike  to  ])()int  out  that  insofar'as  hides  are  concerned,  as  has  certainly 
leen  established  in  the  Harriman  report,  that  there  is  no  surplus  in 
his  country  to  draAv  upon,  and  ]iarticularly  when  we  are  faced  with 
he  possibility  of  to  8V2  million  feAver  hides  this  year  than  Ave  had 

a St  A’ear. 

« 

On  this  question  of  free  markets,  Avorld  prices,  and  so  forth,  these 
vorld  markets  are  not  free  markets.  I am  Avondering  if  the  Senators 
vould  consider  Argentine  AA'heat  ])rices  as  being  the  figures  Avhich 
ihould  establish  the  Avorld  price  on  Avheat.  In  other  aatuxIs,  the  $5 
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asking  price  of  Argentina  on  Avheat  to  me  relates  to  the  31-  or  32 -cent 
asking  jirice  on  hides  which  might  be  considered  as  the  Avorld  jirice 
on  hides  if  you  Avant  to  look  at  it  that  Avay.  That  is  not  a free  market 
ju  ice  but  it  is  a Avholly  manipulated  and  distorted  price  figure. 

I Avould  like  to  touch  just  briefly  on  this  (jnestion  of  the  relation- 
ship of  hides  and  leather  to  shoes.  As  Mr.  Glass  brought  out.  tlie 
average  price  of  shoes  in  January  Avas  $3.91.  Xoav.  you  will  remem- 
ber, ])lease,  that  Ave  are  dealing  Avith  averages;  dealing  Avith  a com- 
po.site  of  ev'erything  from  a tiny  little  baby  shoe  up  to  the  shoes  Ave 
Avear,  or  high  AA'ork  shoes,  or  Avomen’s  very  high  jiriced  or  very  Ioav 
juiced  shoes,  and  about  as  good  a rule  of  thumb  as  can  be  folloAved 
is  to  use  Mr.  Glass’  figures  that  Ave  believe  to  be  correct,  that  the  cost 
of  the  leather  is  I’eju'esented  about  50  to  (iO  jiercent  by  the  raAv  hide. 
You  cau  carry  that  figure  right  on  to  shoes. 

In  other  AA'ords.  the  other  40  to  50  percent  Avould  be  laltor.  tanning 
materials,  oA’erhead.  taxes,  and  so  forth.  You  can  carry  that  same 
figure  right  on  to  shoes.  Aj)j)roximately  50  jiercent  of  the  cost  of  a 
j)air  of  shoes  is  leather,  so  using  those  figures.  $1,  on  the  average,  of 
that  comjAosite  shoe  of  $3.91  ajijU'oximately  Avill  be  the  cost  of  the. 
raAv  hide. 

Senator  Thye.  Would  you  disjuite  the  figure  as  to  A\hether  they 
could  ju'oduce  20  jiairs  of  shoes  out  of  an  ordinary  matured  animal's 
hide,  such  as  a steer  hide  ? 

Mr.  Stephexsox.  Senator,  it  becomes  a A'erv  confused  fimire  to 

trv  to  deal  Avith  in  a discussion  of  this  kind. 

• 

Senator  Thye.  I Avould  not  want  you  to  go  into  detail  because  I am 
not  going  to  be  able  to  stay  here  to  get  that  exjdanation.  nor  am  1 
qualified  to  debate  it  in  detail,  but  do  you  differ  Avith  the  statement 
that  you  can  make  20  jiairs  of  shoes  out  of  1 hide  ? 

Mr.  Stephexsox.  If  you  had  only  that  cattle  hide  you  could  not 

make  aiiA"  shoes  at  all. 

• • 

Senator  Tha’e.  The  same  j)oint  could  be  ajijilied  to  a tree;  a man 
could  not  make  a house  out  of  a tree  that  could  be  saAved  uj).  But  to 
get  doAvn  to  the  fact,  Avas  Mr.  Glass  Avrong  in  his  statement  that  20  jiairs 
of  shoes  could  be  made  out  of  a hide  ? 

Mr.  Stephexsox.  Taking  that  flat  statement  Avithout  the  qualifi- 
cations that  Mr.  Glass  tried  to  add  to  it,  in  order  to  make  20  jiairs 
of  shoes  out  of  that  hide  you  have  to  liaA  e some  sheejiskins  for  lining 
and  many  other  things  which  draAV  from  your  total  hide  sujijily  to 
fill  in  that  20  jiairs  in  order  to  use  your  basic  hide  for  the  juoduction 
of  20  jiairs  of  shoes.  Taking  that  one  hide  alone,  you  could  not  do  it. 

Senator  Thye.  I do  not  Avant  to  belabor  the  jioint,  but  I Avas  just 
interested  in  Avhether  Ave  AAere  missing  the  jmint  Avhen  Ave  say  20  jiairs 
of  shoes  could  be  made  out  of  1 hide. 

Mr.  Stephexsox.  But  add  in  all  of  your  sheejiskins  and  your  other 
materials  Avhich  go  in  to  comjAlete  that  jiicture  of  construction. 

Senator  Thye.  In  other  Avords,  you  think  that  if  this  bill  Avere  to 
jU'OAude  for  exjiortation  of  some  of  the  hides  to  Jajian  under  the  pro- 
A'isions  of  the  act,  that  it  Avould  seriously  affect  the  shoe  and  leather- 
goods  industry,  cau.sing  a much  higher  juice  in  the  lini.shed  jiroduct. 
Is  that  your  contention  ? 

Mr.  Stephexsox.  That  is  right:  and  I aa'ouM  add  to  that  that  it 
Avould  draAv  from  this  country  goods  Avhich  Ave,  juirely  from  a sujijily 
standjioint,  can  ill  afford  to  give  nj)  at  this  time. 
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Senator  Tiivk.  Tliat  is  all  the  questions  I have. 

The  CiiAuorAx.  Thank  you  very  nmch. 

Our  time  is  rather  short,  but  we  have  ^ot  a couple  more  witnesses. 
Mr.  Stepuexsox.  Thank  you,  Mr.  Chairman. 

11m‘  CiiAiim.xx.  Mr.  (leoi'^e  Hess,  president  of  the  Xational  Shoe 
fetailers  Association. 


IITATEMENT  OF  GILBERT  A.  HAHN,  MEMBER,  BOARD  OF  DIRECTORS, 

NATIONAL  SHOE  RETAILERS  ASSOCIATION,  WASHINGTON,  D.  C. 

Mr.  Hahx.  Mr.  Chairman,  my  name  is  not  George  Hess.  Mr.  Hess, 
\ho  is  the  })resident  of  the  Xational  Shoe  Retailers,  was  unable  to 
i.ttend,  and  I am  substituting  for  him.  My  name  is  Gilbert  Halm, 
; nd  I am  representin'!  the  Xational  Shoe  Retailers,  who  rej)resent  the 
arrest  seiiment  of  the  shoe  retail  industry  in  this  country. 

1 have  no  prepared  statement.  My  thoujiht  on  this  thing  is  very 
! imple.  I agree  with  what  has  been  said  before,  and  the  only  thing 
1 hat  I could  add  to  it  is  that,  owing  the  the  limited  supply  of  leather 
1 hat  has  ])revailed  during  recent  months  and  years,  the  price  of  shoes, 
: s we  all  know,  has  gone  up  considerably. 

The  result  has  been  that  the  sale  of  shoes  has  gone  down  by  a very 
i ppreciable  amount.  We  feel  that  if  anything  it  done  to  export  hides 
iiut  of  this  country  that  we  are  going  to  have  a stiffening  of  prices 
i.gain  and  a continuous  high  price,  and  even  a higher  price  than  we 
liave  today,  which  we  think  would  be  very  bad  for  the  shoe  business, 
i nd  the  economy  of  the  country  in  general.  Hiat  is  the  sum  and  sub- 
Hance  of  my  testimony. 

1 would  be  glad  to  answer  any  questions. 

The  Chairaiax.  Thank  you  very  much. 

Mr.  Hahx.  Thank  you.  Mr.  Chairman. 

The  C^HAiKMAX.  Xow,  we  have  one  more  witness. 

Mr.  Edward  Atkins. 


bTATEMENT  OF  EDWARD  ATKINS,  EXECUTIVE  SECRETARY,  NA- 
TIONAL ASSOCIATION  OF  SHOE  CHAIN  STORES,  NEW  YORK,  N.  Y. 

Mr.  Atkixs.  I will  try  to  be  as  brief  as  I can. 

The  Chairaiax.  We  are  kind  of  crowded  for  time.  You  may  make 
i short  statement. 

Mr.  Atkixs.  There  has  been  nothing  said  by  the  previous  witnesses 
lor  the  hide,  leather,  and  shoe  industries  that  we  cannot  agree  with. 
' Ve  feel  exactly  the  same  as  they  do. 

I speak  for  the  retailers  of  the  low-priced  shoes  of  the  country, 
jieople  like  Thom  McAn  and  Sears,  Roebuck,  that  sell  for  $5  and  $6 
i pair  and  that  are  worn  by  the  majority  of  the  people. 

The  CiiAiKAiAx.  "We  have  you  listecl  as  the  Xational  Association  of 
Shoe  Chain  Stores. 

Mr.  Atkixs.  That  is  correct.  Statistics  show  that  the  public  is 
{ ble  to  spend,  year  in  and  year  out.  just  about  2 percent  of  its  avail- 
{ ble  money  for  shoes.  When  shoe  prices  go  up,  it  means  they  can  buy 
lewer  .shoes.  PT’om  the  testimony  that  has  been  presented  here,  Ave 
leel  very  seriously  that  the  export  of  these  hides  from  out  of  the 
Hiiall  supply  that  is  available  in  this  country  would  tend  to  stimulate 
higher  leather  prices  and,  in  tui'n,  higher  shoe  prices.  That  would 
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make  fewer  shoes  available  for  the  mass  of  the  American  people,  a 
matter  which  is  of  serious  concern  to  us. 

I think  that  concludes  what  I have  to  say. 

Thank  you. 

The  Chairmax.  Thank  you  ver}'  much.  Sorry  we  were  running 
short  of  time. 

Senator  Thom.as.  Mr.  Chairman,  the  hearings  have  disclosed,  I 
think,  two  different  points  that  ought  to  be  considered.  One  is  with 
respect  to  avooI,  and  the  second  is  with  respect  to  hides. 

I move  that  you  appoint  a subcommittee  to  consider  the  avooI  angle 
and  the  hide  angle,  and  then  when  they  have  made  their  consideration, 
that  they  be  authorized  to  report  the  bill  to  the  calendar  after  they 
consider  the  hide  angle  and  the  wool  angle. 

The  Chairaiax.  That  is  a good  suggestion. 

I am  sorry  Ave  did  not  haA’e  a little  more  time,  but  I guess  Ave  haA'e 
coA'ered  the  ground  jiretty  Avell. 

The  committee  Avill  iioav  adjourn.  * 

(Mdiereupon,  at  12;  10  p.  m.,  the  committee  adjourned.) 
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WEDNESDAY,  MARCH  31,  1948 

United  States  Senate, 

SuiK'OJIMirrEE  OF  THE  CoMMirTEE 

ON  AoiilCUETrUE  AND  FoRESTliY. 

Washitif/ton,  D.  ('. 

The  subcommittee  met  at  2 : W p.  m.,  pursuant  to  recess,  in  the  Senate 
Labor  and  Public  Welfare  Committee  hearino;  room.  Senator  Milton 

R.  Young  (chairman  of  the  subcommittee)  presiding. 

Present : Senators  Young.  Thye,  and  Thomas. 

Also  present : Senator  Eastland. 

Senator  Young.  The  meeting  will  come  to  order. 

I have  personally  requested  that  Mr.  Harold  Tate,  Chief  of  the 
Textile  Division.  Economic  and  Scientific  Section,  SCAP.  appear 
before  this  committee  and  give  us  additional  information  as  to  how 

S.  :2o7G  would  affect  the  occupied  areas. 

STATEMENT  OF  HAROLD  TATE,  CHIEF,  TEXTILE  DIVISION, 
ECONOMIC  AND  SCIENTIFIC  SECTION,  SUPREME  COMMAND, 
ALLIED  POWERS,  TOKYO,  JAPAN 

Mr.  Tate.  I would  like  to  start  oft  by  saying  for  the  record  that 
I cannot  speak  officially  for  the  supreme  commander  for  Allied  Pow- 
ers. The  testimony  which  I give  re])resents  my  personal  opinion 
and  is  based  upon  my  knowledge  of  the  industry,  from  having  been  out 
in  Japan  in  my  ])resent  position.  I have  been  there  now  for  2i/k 
years  and  am  vitally  interested  in  the  Japanese  textile  program. 
Senator  Thomas.  Whei’e  have  you  been  ? 

Mr.  T ATE.  In  SCAP  headquarters  in  charge  of  the  Textile  Division. 
Senator  Thomas.  Where  have  you  been  ? What  paid  of  what 
country  ? 

iMr.  Tate.  That  was  in  Tokyo,  Japan. 

Senator  Thomas.  Just  the  one  part? 

Mr.  Tate.  Yes,  sir.  1 have  traveled  much  over  Japan,  Avherever 
the  textile  industry  is  centered. 

Senator  Thomas.  Give  us  a statement,  if  you  will,  of  the  condi- 
tion of  the  textile  mills  in  Japan. 

Mr.  Tate.  All  kinds  of  textiles? 

Senator  Thomas.  The  kind  that  we  might  be  interested  in,  wool 
and  cotton. 

Mr.  Tate.  A good  statement  on  cotton  textiles,  I think,  would  be 
something  like  this:  From  a high  peak  of  13,700,000  spindles  before 
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the  war,  Japan  now  has  ahont  ‘i.OOO.OOO  s))indles  operatinjr.  Onr  pro- 
‘irain  for  cotton  textiles  calls  for  4,0()(),()00  s})indles. 

Senator  Thomas.  Are  they  prepared  to  jjet  that  many  spindles  in 
workin<i‘  order  shortly,  iji  your  opinion? 

Mr.  Tate.  In  my  opinion.  I would  say.  within  2 years  from  now 
we  will  have  that  many  .spindles  in  working  order.  As  a matter  of 
fact,  each  month  there  is  a slight  increase  in  the  number  of  spimlles 
that  ii'et  back  into  workino'  order. 

Senator  Thomas.  IVhat  ha])])ened  to  those  10,000.000  or  12.n0l).(MH) 
spindles?  IVere  they  desti’oyed  dui'ine:  the  war? 

i\Ir.  Tate.  Very  few  were  destroyed  by  bombin'!,  but  a larii'e  ma- 

• • • • • 

jority  were  destroyed  by  the  Ja])anese  themselves  for  their  own 
munitions.  1 would  say  around  9.000.000  spindles  were  desti'oyed 
by  the  .Japanese  themselves. 

Senator  Eastland.  You  mean  for  metal  ? 

.Mr.  Tate.  For  metal ; yes,  sir. 

Senator  Thoaias.  What  is  the  condition  of  the  domestic  economy 

« 

with  respe'ct  to  textile  products  at  the  })rescnt  time?  Do  they  have 
any  suii])ly  on  hand  to  speak  of? 

Mr.  'I'ate.  There  is  a jiood  deal  of  cotton  on  hand,  enough  to  o])- 
erate  rijilit  at  ])resent.  As  a matter  of  facl.  we  are  manufacturing' 
around  00.000.000  yards  of  cotton  cloth  a month  now.  We  have 
about  400.000.000  yards  stock-piled  ri<>ht  nov . 

Senator  Thoaias.  How  many  bales  does  that  represent? 

Mr.  Tate.  I am  not  absolutely  sure  how  many  that  would  rei)re- 
sent. 

Senatoi'  Thoaias.  Tell  us  hoAV  many  bales  of  cotton  .Japan  has  on 
hand,  if  a’ou  know.  *. 

Mr.  T 'ate.  1 would  have  to  refer  to  my  notes  to  jret  the  exact 

4/  r ~ 

amount.  I am  not  absolutely  sure,  but  would  estimate  around  300.- 
(K)0  bales.  It  takes  about  a 200.000-bale  stock  pile  in  order  for  the 
operation  to  be  smooth,  because  as  you  know,  probably,  the  cotton 
must  be  mixed  in  order  to  have  an  effectiA'e  prog:ram. 

Senator  Thye.  May  I interrupt,  sir?  When  you  say  “mixed.'’  you 
mean  mixed  Avitli  what? 

Mr.  Tate.  Other  kinds  of  cotton. 

Senator  Tha’e.  Other  qualities  of  cotton  or  mixed  Avith  av(k>1  ? 

Mr.  Tate.  No. 

Senator  Thye.  Just  cotton? 

iMr.  Tate.  No;  just  cotton. 

Senator  Thye.  You  take  different  qualiti<‘s  of  cotton  and  mix  it? 

Mr.  Tate.  Yes.  sir.  For  instance,  you  mix  a Middling  with  a 
Strict  Middling — Avith  a Strict  Low  Middling  sometimes — and  some- 
times you  go  as  far  as  Strict  and  Ordinary. 

vSenator  Thye.  Thank  you.  1 just  did  not  understand  that  basis. 

Mi-.  Tate.  Our  cotton  situation  is  not  so  serious  insofar  as  the 
amount  of  cotton  Ave  have  on  hand  and  the  amount  that  Ave  have  ear- 
marked if  Ave  can  get  some  money  to  buy  more,  but  our  wool  situa- 
t ion  is  very  serious  indeed. 

Senator  Thoaias.  Tell  us  about  that,  if  you  will. 

Mr.  T.vte.  Before  the  war  Jajian  Avas  the  second  greatest  avooI- 
iuanufacturing  country  in  the  world.  They  manufactured  around 
tOO.OOO  bales  a year,  each  bale  Aveighing  300  pounds.  That  capacity  in 
mr  neAv  jirogram  has  been  cut  doAvn  some. 
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For  instance,  from  a high  point  of  over  a million  spindles  of  Avorsted. 
Ave  have  cut  doAvn  to  733,000  sjiindles.  From  a high  of  about  l,00o 
cards  Ave  haA'e  cut  doAvn  to  815  Avoolen  cards,  but  Avhen  aa'c  rehabilitate 
Ave  Avill  rehabilitate  to  a cajiacity  of  around  350,0(K)  bales  of  aa'ooI  a 
year.  Of  that  Ave  Avould  like  to  export  around  33i^  jiercent  in  onler 
to  ])ay  for  the  avooI,  so  that  that  industry  Avill  be  as  self-sustaining 
as  jKissible.  But  Avith  a cajiacity  right  noAV  of  arouml  500,000  bales 
Ave  have  in  Japan  less  than  5,000  bales  of  avooI. 

Jn  other  Avords,  Ave  have  gotten  done  to  Avhere  the  industry  is  almost 
nonexi, stent,  and  if  it  continues  much  longer  it  Avill  be  nonexistent,  and 
there  you  Avill  kill  a great  industry  in  Japan. 

Senator  Young.  Whei-e  does  A-our  avooI  that  a'ou  have  had  so  far 

• • 

come  from? 

Mr.  Tate.  We  have  la-en  getting  some  avooI  from  Australia.  I left 
Japan  about  February  1 to  come  over  here,  and  to  go  to  London  on 
some  textile  matters.  At  that.  Ave  AA'ei-e  trying  to  get  avooI  from  South 
Africa.  I belieA’e  there  Inn-e  been  impiiries  also  as  to  availability  in 
the  Argentine.  AVe  have  had  to  consider  also  qualities  of  avooI.  as  avooI 
quality  is  a very  important  thing.  We  are  unable  to  use  just  any 
plain  Avool. 

Senator  Young.  Would  the  (juality  of  the  avooI  that  is  iioav  being 
held  by  the  CommoditA-  C'redit  Coi'iioration  be  suitable  ? 

Mr.  Tatp:.  I am  not  absolutely  sui‘e.  I would  sav  it  would  t>e  suit- 
able  for  something. 

Senator  Tha'e.  What  tyjie  of  (piality  are  you  in  need  of?  That 
might  answer  the  que.stion,  Senator. 

Mr.  Tate.  The  general  point  Avould  be  a quality  that  Ave  could  at 
least  export  enough  textile  made  thereof  to  pay  for  Avliatever  we  had 
bought. 

Senator  Tha'e.  Would  a'ou  Avant  the  short  or  Avould  a'ou  Avant  the 

• • 

coarse  (piality  of  avooI?  Do  you  knoAv  Avhether  you  Avould  Avant  the 
long  fiber,  the  short  fiber,  the  coarse  fiber,  or  the  fine  fiber  avooI  ? 

Mr.  Tate.  I do  not  recall  at  the  moment  the  exact  percentages  we 
Avorked  ont  on  avooI  types,  but  aa'c  did  Avork  out  a long  list  of  jiercent- 
ages  Avhich  shoAved  the  (juality  and  (piantities  Ave  needed  of  each. 
There  is  a good  s])read  of  mixes  all  the  AA'ay  from  the  fine  merinos, 
of  AA'hich  there  AAmuld  be  a very  small  percentage,  to  the  much  coarser 
AA'ool,  but  just  Avhat  that  is  I do  not  knoAv.  I Avould  have  to  make  a 
general  ansAver  that  Ave  want  the  program  to  be  a sound  one. 

Senator  Tha'e.  Where  Inu’e  you  been  getting  the  money  to  obtain 
the  raAV  materials  that  you  liaA’e  been  obtaining  to  date  in  the  general 
|)i’oce.ss  of  indu.strial  reAuval  oA^er  there? 

Mr.  Tate.  You  mean  other  things  than  avooI  ? 

Senator  Thae.  Yes. 

Mr.  Tati:.  We  have  not  got  enough  avooI  to  say. 

Senator  Thae.  That  is  true,  but  you  haA’e  gotten  cotton. 

Mr.  Tait:.  Yes,  sir. 

Senator  Tha'e.  Where  have  you  received  the  money  from  here- 
tofore? 

Mr.  Tate.  We  got  the  cotton  from  the  Commodity  Credit  Cor- 
poration. 

Senator  Tha-e.  Where  did  you  get  Amur  moneA’  ? Through  the  Com- 
modify  Credit  Corporation? 

Mr.  Tate.  got  the  money  on  credit  to  be  paid  back  in  <lolla'-s. 
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Soiiator  'I'liYE.  They  have  to  have  eitlier  iiionev  or  some  assuraneo. 

Senatoi’  Eastland.  Money  or  o-oods. 

Senator  Yoi'xo.  That  is  to  he  paid  hack  in  full  hy  the  army  of  oc- 
■upation  to  the  ('ommodity  Credit  Cor{)oration ^ 

Mr.  Tatk.  Yes.  sir:  it  must  he  i)aid  in  full  in  dollars. 

Senator  Ea.stland.  Mr.  Chairman,  eould  I ask  him  a (question  ? 

Senator  Young.  Surely. 

Senator  Easti.and.  As  1 understand  as  to  wool,  you  desire  all  grades, 
fou  desire  to  buy  some  high  grade  wool  to  export;  is  that  right? 

Mr.  Tatk.  That  is  right. 

Senator  Easiland.  Have  you  plans  for  wool  textiles  for  the  people 
d‘  rlapan  ( 

Mr.  'hATK.  Yes.  sir:  we  are  planning  for  that.  In  fact.  I would  say 
\e  want  to  use  (50  j)ercent  in  Ja[)an.  mixed  with  other  fibers,  including 
•otton  mixes. 

.Senator  Eastland.  That  is  for  consuni])tion  in  Japan? 

Mr.  Tatk.  'I'hat  is  right. 

Senator  Eastland,  d o pay  for  that  you  would  take  the  profits  from 
oui-  textile  operations  to  pay  for  clothing  that  is  distributed  in  Japan? 

Mr.  Tatk.  That  is  what  has  happened  up  to  date,  and  I think  that 
vonld  still  be  true. 

Senator  Eastland.  Is  it  not  yonr  plan  to  use  as  much  of  the  wool 
IS  the  Commodity  (h-edit  Cor])oration  has  got — low-grade  wool  ? If 
liat  wool  would  not  sell  readily  in  ex[)ort  markets,  then  to  use  it  in 
•our  textile  program  in  Ja])an  and  work  it  otf  in  that  way  ? 

Mr.  Tatk.  Yes.  I would  say  broadly  that  would  be  true  and  that 

inv  wool  we  found  could  not  be  sold  would  have  to  be  worked  off  into 
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lomestic  sources. 

Senator  Eastland.  I would  like  to  aslc  you  this  question:  Japan, 
roll  say.  had  the  second  largest  wool  manufacturing  industry  in  the 
vorld  before  the  war  ? 

Mr.  Tate.  Yes,  .sir. 

Senator  EIa.stland.  And  vou  want  to  build  that  industry  up? 

Mr.  T ATE.  IVe  want  to  come  back  at  least  to  this  ])rogram  that  we 
lave  set  u]l 

Senator  Ea.stland.  Ho  whigh  was  it  before  the  war? 

Mr.  T ATE.  hOO.OOO  bales  a year  was  the  peak  prewar  consumption; 
he  average  was  600.000  to  80('),000. 

.Senator  Ea.stland.  You  want  to  build  it  up  to  what  ? 

Mr.  T ATE.  650.000  bales  per  year. 

Senator  Ea.stland.  Where  is  it  right  now? 

Mr.  T ATE.  Capacity  is  around  500.000  bales. 

.Senator  Ea.stland.  Are  you  operating  on  that  basis  with  5,000  bales 
d'  wool  ( 

Mr.  Tate.  Xo. 

.Senator  Ea.stland.  On  what  basis  are  you  lainning? 

Mr.  T ATE.  On  what  basis  is  it  right  now — you  mean  actually 
Tinning  ? 

Senator  EA.srLAND.  Yes. 

Mr.  T ATE.  Almost  none.  We  have  got  5,o00  bales. 

Senator  Ea.stland.  Why  is  that  ? 

Mr.  Tate.  We  do  not  have  any  wool. 

.Senator  Eastland.  Because  you  cannot  get  the  avooI? 

Mr.  Tate.  That  is  right. 
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Senator  Ea.stland.  Where  are  you  going  to  get  wool  unless  it  is 
from  the  Commodity  Credit  Corporation  here?  AVhat  other  source 

have  you  got? 

Mr.'  Tate.  Unless  we  can  get  it  on  credit  or  unless  we  can  get  it 
for  sterling,  some  of  which  we  may  not  have,  we  have  no  source. 

.Senator  Eastland.  But  you  have  not  been  able  to  do  that? 

Mr.  Tate.  That  is  right. 

Senator  Eastland.  To  build  that  industry  iq),  just  speaking  as  a 
businessman,  your  best  judgment,  you  have  got  only  one  source,  and 
that  is  tlu'  wool  stocks  of  the  C'ommodity  Credit  Corporation:  am 
1 right? 

Mr.  Tate.  That  is  I’ight. 

Senator  Eastland.  If  this  bill  is  enacted? 

Mr.  1'ate.  I'hat  is  the  way  it  looks  now. 

Senator  Ea.stland.  And  if  it  is  not  enacted,  then  you  are  not  going 
to  get  to  run  anv  indiistrv? 

Mr.  Tate.  Wi'th  one  exception  : I think  that  since  I left  on  February 
1 a negotiation  has  been  ]mt  through  in  Au.stralia  on  wool,  but  I have 
had  no  confirmation  of  that  ollicially. 

.Senator  Easti.and.  How  much? 

Mr.  T .\TE.  1 just  found  that  out  in  Eondon.  Twelve  thousand 
bales  a month,  which  would  just  be  a trickle. 

Senator  Evstland.  'That  is  right. 

Senator  Tha’E.  lYhat  could  be  used  if  they  were  up  to  what  you 
hoped  would  be  your  cajiacity  noAv? 

Mr.  J'atk.  Forty  thousand  bales  a month. 

.'•Senator  'Iin’E.  And  they  have  I'i.OOO  bales? 

.Senator  Eastland.  Five  thousand:  less  than  5,0()0. 

Mr.  Tate.  We  had  5.(100  bales  when  I left  there  Febrmu-y  1. 

Senator  Tha^k.  That  is  right. 

Mr.  Tate.  What  has  happened  to  it  I do  not  know. 

Senator  Tiive.  What  was  the  amount  for  which  you  found  nego- 
tiation had  l)een  made  when  you  went  to  Englaml  ? 

Mr.  'Tate.  'Twelve  thousand  bales  a month. 

Senator  Tiia'e.  That  would  be  1-2  times  that  for  the  year? 

Mr.  'Ta'I’E.  One  hundred  and  forty-four  thousand. 

.Senator  Eastland.  Is  that  a ti'ade  or  negotiation  ? 

Mr.  Tate.  I do  not  know  how  far  it  has  gone. 

.Senator  Eastland.  That  was  the  reason  I asked  the  (juestion  the 
other  day:  Are  we  gJiing  to  maki*  the  dollars  available  and  those  dol- 
lars beciime  the  financial  means  by  which  they  would  go  and  buy  the 
clip  or  the  wool  from  Australia.  New  Zealand,  or  any  other  country 
other  titan  our  own  C'onmioJity  ('redit  Corporation? 

I asked  that  (jUestion.  Now.  we  (lisco\er  that  you  have  a limited 
amount  of  about  5.0(H  Ivalcs.  but  yon  hairned  as  you  passed  through 
Eiiirhind  (hat  there  had  been  negotiated  for  monlhlv  kJ.OGi)  I)a!es  of 
wool  ? 

'll'.  'Tate.  Yes.  sir. 

.Senator  Eastland.  Now.  lif.OOO  liales  of  wool  on  ,i  monthly  basis — 
12  months  represents  a gi'cat  ainrum  of  wool,  and  our  dolhu's  may 
be  the  means  to  pay  for  that  wool,  and  that  is  my  on.ly  coin-ern.  If 
our  dollars  are  appropriated  v.’e  must  know  that  the  wool  now  held 
liy  the  C'ommodity  C'rcdit  C'orporation  must  go  into  the  need"  in  Japan. 
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I ml  that  oiir  (lollars  i^hall  not  be  the  means  for  the  British  Empire  to 
.-ell  some  additional  wool  with. 

Mr.  Tati:.  Yes:  I .^ee. 

Senator  Eastl.\xd.  Do  yon  see  the  point  { 

Mr.  Tate.  1 see  your  point. 

Senator  E.\stlaxd.  d'hat  is  the  reason  why  it  is  very  interesting^. 

1- on  say  "negotiated  for."  Now,  I have  had  experience  as  chair- 
1 lan  of  this  cotton  committee  that  Senator  (feor<»:e  appointed  a few 
.'ears  ag'o,  with  Government  ne^jotiations.  and  I know  that  we  have 
1 een  negotiating  for  private  credits  for  cotton  since  last  September 
and  they  never  amount  to  anything. 

Do  you  know  whether  that  is  just  negotiations,  just  talk  over  there, 
< r whether  aii.vthing  concrete  has  been  done  ^ 

Mr.  I ATE.  I do  not  know.  sii'.  I wish  I knew  because  it  upset  me 
1 ot  to  know  a thing  until  I found  it  out  fi-om  London,  and  here  1 was 
^ery  anxious  to  get  the  thing  started,  so  I do  not  know  how  fai'  it  has 
1 roceeded. 

Senator  Eastlaxd.  As  I understand,  you  have  got  to  give  the  Japa- 
1 ese  text  iles  ^ 

Mr.  I ate.  Yes,  sir. 

.Senator  E.vsteaxi).  ^ on  tell  me  it  is  a cold  climated 

Mr.  Tate.  That  is  right. 

.Senator  Eastlaxd.  And  you  take  your  pi'otit  from  the  operation 
of  the  iiidustiy  to  pav  for  wool  textiles. 

Jty  the  way.  the  prolit  frf)m  the  operation  of  those  cotton  mills  last 

A ear  was  Sltt.ttOO.OOO  a month. 

» « 

You  take  those  profits  to  pay  for  wool  textiles  to  give  those  [>eople 
t lere.  It  would  certainly  be  the  height  of  foolishness  to  buy  high- 
grade  wool  fi-oni  Australia  to  manufacture  goods  for  consuni[)tion  in 
flapan.  and  as  I understood,  if  you  could  not  sell,  could  not  export, 
g )ods  made  from  low-grade  wool  the  Cominoditv  (’redit  has  got,  then 
t lat  would  sup])ly  your  Japanese  j)rogi'am  : is  tluit  corrects 

M)-.  I A'lK.  That  is  tnie.  t would  like  to  say  this,  sir:  In  settiiiii 
t ds  u]).  I think  that  thei'e  should  not  he  too  great  a discrepancy  he- 
t veen.  sa.A’.  what  we  would  have  to  pay  foi'  sir-h  wool  in  this  country 
a 1(1  what  we  would  lun^e  to  pay  for  exactly  the  same  (puility  in  some 

0 her  country. 

In  other  words,  if  we  had  to  pay  25  percent  more  for  wool  in  this 
country  of  the  same  qualit.v,  it  miglit  be  an  unfair  jirice. 

Senator  Eastlaxd.  I am  going  to  disagree  Avith  you  there,  iNIr. 

1 ate.  I have  heard  that  argument  in  cotton.  This  Government  is 
p lying  tor  the  occupation  of  Japan.  The  taxpayers  of  this  country 
a e paying  through  the  nose,  and  American  products  that  it  would 
increase  mu.st  be  woi-ked  otf  then  just  as  much  as  possible,  and  those 
ountries  used  as  a market  for  the  goods  of  this  country,  liecause  if 
o ir  people  do  not  have  purchasing  power  here  Ave  certainly  cannot 
n aintain  and  ]iay  the  occupation  expenses  of  that  country. 

'I'here  is  a stock  of  goods  doAvn  there,  a stock  of  avooI  doAvn  there, 
a id  they  have  scA'eral  million  hales  of  cotton  that  the  American  Gov- 
e nment  owns.  The  taxpayer’s  of  this  country  are  .stuck  for  it. 

Well,  if  they  can  he  Avorked  otf  in  Ja])an  it  cmtainly  should  he  done 
rtgai'dle.ss  of  price.  After  all,  the  Public  Treasury  is  going  to  hear 
it  one  Avay  or  another.  If  you  Avould  pay  the  Oommodity  Credit 
( nrporation  10  cents  a pouiul  more  for  avooI,  and  you  could  buy  that 
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same  wool  from  the  Argentine,  say,  and  you  manufactured  that  wool 
at  a higher  price,  all  you  have  done  is  reduced  your  protits  trom  operat- 
ing that  industry,  because  your  raAV  material  has  cost  you  more.  1 hat 

is  true,  is  it  not  ? 

Mr.  Tate.  That  is  true. 

Senator  Eastlaxd.  You  have  just  reduced  the  proht ' 

Mr.  Tate.  Yes;  that  is  true.  , 

Senator  Eastlaxd.  But  the  Government  is  stuck,  alter  all,  is  it  not. 

because  it  OAvns  the  avooI  cIoavu  there  and  all  in  the  Avorhl  Ave  Avouhl 
be  doing  is  taking  the  money  out  of  one  pocket  and  putting  it  back 
in  another.  Avhile  our  people  gain  from  tlm  exiiloitation  of  tnat 
market,  and  Avork  off  a 10-percent  surplus.  If  I knoAv  anything  about 
a'nTcultural  economics,  that  reduces  the  price  structure. 

^Senator  Tiiye.  If  we  could  set  up  a credit  of  so  many  dollars 
worth  of  cotton,  so  many  dollars’  Avorth  of  avooI.  or  any  of  the  hbei 
commodities  here,  ready ‘to  be  drawn  upon  that  is  the  only  way  you 
could  have  the  benefit  of  the  appropriated  dollars,  riieii  AAe  aaou hi 
knoAv  very  Avell  that  our  surpluses,  our  commodities,  Avould  go  into 

that  textile  process. 

i\Ir.  Tate.  Yes;  a’ou  are  right. 

Senator  Tiia'e.  In  the  eA^ent  Ave  set  up  $150,000,000,  and  that  $1.)0.- 
000.000  is  left  to  your  discretion,  you  are  just  as  anxious  to  make  a 
solendid  record  in'your  enterprise  or  under  your  supervision  as  anyone 
else,  so  the  result  'is  that  if  you  could  buy  the  wool  cents  cheaper 
in  Australia,  a better  quality  of  avooI  Ave  may  say,  it  aaouIiI  be  piht 
perfectlv  human  on  your  part  to  go  to  Australia  and  get  your  wool. 

Mr.  Tate.  That  is  true.  , • wi 

Senator  Thye.  That  is  the  only  reason  why  I have  raised  the  ipus- 

tions  that  I have  raised.  If  1 ever  found  that  the  AmtuTcaii  dollar 
had  made  possible  the  ])ayment  of  any  part  of  this  12.000 
that  has  been  iioav  negotiated  for  through  the  British  Empiie,  if  I 
ever  found  that  that  money  was  going  to  finance  that  traiisaiTion,  l 
Avoiild  say.  "It  Avas  not  so  intended,  and  here  is  the  record.  I hat  ir, 
niv  chief  concern  in  this  entire  proposition.  M e knoAv  that  you  must 
have  a revival  of  the  imlustries  in  Japan  if  that  nation  is  going  o get 
back  on  its  feet  and  we  are  not  going  to  pay  through  some  military 
channel  for  the  support  and  assLstance  of  those  people.  It  a recon- 
struction of  the  industries  there  is  accomplished,  and  then  Ave  will 
lessen  the  amount  that  Ave  will  appropriate  through  the  Army  clian- 

nels.  and  that  is  a sound  business  proposition. 

Smator  Eastlaxd.  Senator,  the  Army  iioav  has  the  ])o!icy  that  ap- 
propriated funds  may  be  used  to  purchase  Anierican  prciilucts  where 
those  products  can  be  obtained  by  appropriated  funds.  M here  the.A 
could  get  Australian  avooI  Avoiild  be  to  take  the  dollars  deriAed  In 
nrofit  from  the  manufactiirimr  of  the  operation  of  Japanese  industries 
and  take  those  dollars  and  buy  Australian  wool,  and  on  that  basis  we 
have  helped  buy  agricultural  commodities  from  other  countries. 

Mr.  Tate.  I would  like  to  say  also  that  every  place  where  we  liave 
been  able  to  buy  American  products  we  have  done  sii. 

Senator  Eastlaxd.  That  has  been  your  policy.  I knoAV  that. 

Mr.  Tate.  We  look  very  carefully.  , , _ i p t > 

Senator  Thye.  Are  you  familiar  Avith  the  hide  neiMls  of  • 

Mr.  Tate.  I cannot  give  you  the  figures.  Ihe  production  of  leather 
goods  comes  under  the  Textile  Division  also  but  I cannot  give  you  the 
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f fTiiiTs.  I do  know  we  need  a lot  of  hides,  partienlarly  for  industrial 
] ui'poses.  Witli  an  industry  set-ii[)  like  they  have  in  Japan  they  have 
!!  tremendous  need  for  beltin£>'  and  liijr  ;^tra])s  and  thin<r>  like  that  in  the 
t uxtile  industry. 

4 

Senator  Tha’k.  Do  they  need  the  raw  or  finished  hides? 

Mr.  J ait..  They  need  the  raw  hides  because  they  do  not  raise  enougli 
1 i.les. 

Senator  That:.  Do  they  have  the  tanneries? 

Mr.  T ATE.  'I'liev  have  the  tanneries. 

Senator  Youxo.  Are  you  familiar  with  the  purehasino-  proaram  of 
t le  oeeu})ied  area  of  Japan  ? 

Mr.  Tatk.  I know  most  of  the  textile  ones. 

Senator  \ouX(!.  I am  thiid^in^  about  those  proorams  wherein  the 
] urehases.  say.  of  foods  are  being  made.  AVhat  I was  leading  nj)  to 
i ;.  Are  you  having  any  trouble  getting  allocations  and  export  licenses 
t I jmrcluu^e  and  exjiort  American  foods? 

.\lr.  'Fatk.  I could  not  answer  that  (luestion  authoritatively.  I do 
I ot  know  the  answer  to  it. 

Senator  Youxo.  Ait  there  any  other  ([uestions? 

S;mator  Thomas.  Do  you  think  then  that  tliis  money  should  be  avail- 
able to  huv  hides  to  send  to  Japan  ? 

Mr.  T ATi-;.  I would  like  to  see  as  much  leeway  left  in  that  as  possible. 
If  it  came  to  whether  or  not  the  thing  would  ]iass  without  hides.  I 
^ ould  say  leave  out  hides  if  you  jiossihly  can.  because  the  thing  is  so 
\ ital. 

Senator  Thoaias.  "Who  is  going  to  make  the  requisitions  for  goods 
iindei’  this  hill  if  the  bill  is  enacted?  AVho  will  decide  how  much  wool 
s lall  he  sent  to  Japan,  how  many  green  hides,  how  many  {xmnds  of 
1 ides,  and  how  many  bales  of  cotton,  how  much  mohair  and  how 
much  llax  ? Triio  will  make  tliose  recommendai  ions. 

Mr.  T '.VTK.  I am  not  absolutely  sure  of  the  answer  to  that. 

Senator  'I'ikiaias.  "Who  could  do  it  ? 

Mr.  1'aik.  The  oidv  thin<r  I could  do  is  gice  von  a short  story  of 
how  a thing  like  that  happens  m Japan. 

Senator  Ea.sti.  \xn.  AVonld  not  Mr.  Draper  and  the  AVar  Dejiart- 
ment  he»T  have  the  authority  there? 

Mr.  Tati:.  I would  think  that  SCAP  would  have  the  authority, 
Sl'AP  and  SCAP's  staff.  I think  what  would  hajiiien  is  this:  AVe 
vould  have  a series  of  production  })lans.  wliicli  would  show  the  raw 
n aterials  used  and  needed  for  this  whole  thing,  and  out  of  that  would 
b‘  set  up  the  amounts  to  come  in  by  commodities  and  liy  months  and 
SI  I on.  and  that  would  be  the  way  it  wotdd  be  worked. 

Senator  Thomas.  Some  group  must  not  only  make  the  requisitions 
f )r  these  diiferent  commodities  but  they  must  likewise  make  the  reqni- 
s tious  foi'  the  kind  of  commodities. 

Now.  th(>  Secretary  of  Agriculture  has  submitted  this  anumdment 
to  this  hill : 

Oiil.v  rliose  tyites  and  fjrades  of  wool,  niolialr,  and  flax  fiber,  shall  be  j)iir- 
el  ased  beremuler  as  the  Secretary  of  A|,T’ieultnre.  in  the  light  of  supiilies  on 
h Old  in  the  United  States,  designates  as  available  for  expoiT.  Stocks  held  by 
U nnnindily  fTi'dit  ('oriiorafion  of  the  t.vpes  and  itrades  so  designated  shall  be 
li  irehascal  befoiv  other  pureha.ses  are  made  of  such  types  and  grades. 

It  seems  like  the  Secretary  there  is  to  be  considered  and  he  shotihl 
b ‘ final  with  respect  to  some  features  of  this  matter. 
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I would  like  to  know  who  is  to  make  the  requisition  for  the  quality 
and  (]uantity,  if  we  can  find  out. 

Mr.  Tate.  1 would  say  without  knowing  the  ansAver  in  the  altso- 
Jute,  sir,  that  SCAP  would  request  either  the  Department  of  the 
Army  or  the  Quartermaster  or  somebody,  they  might  even  a.sk  CX'C. 
to  buy  the  desired  qualities  and  amounts,  but  it  looks  like,  from  what 
they  want  in  this  amendment,  that  the  only  thing  they  would  buy 
would  be  what  the  Seci'etary  of  Agriculture  should  say  is  available 
for  exj)oi‘t.  They  would  not  be  able  to  go  into  a free  market  to  buy. 
it  looks  like  from  that  statement. 

Senator  Thoaias.  Speaking  as  one  member,  I Avant  to  use  this  money 
to  buy  our  oAvn  products  .so  far  as  Ave  have  the  products  to  sell. 

Mr.  Tate.  I agree  Avith  that,  but  it  looks  like  in  that  bill  only 
those  things  available  for  exjtort  Avould  be  subject  to  being  bought 
under  that  bill.  Is  that  not  the  Avay  you  read  it  ? 

Senator  Thomas.  "We  Iuiat  a vast  amount  of  avooI  on  hand.  It  is  a 
perplexing  prohlem.  IVe  haA’e  been  trying  to  lind  a Avay  to  get  rid 
of  it.  Here  is  a chance  to  get  rid  of  some  of  that  avooI  and  it  seems 
to  me  it  should  be  the  policy  of  the  Congress,  if  Ave  are  going  to  pro- 
vide money  for  the  buying  of  avooI  by  foreign  peoples,  Ave  should  buy 
our  oAvn  avooI  and  send  it  out  abroad  without  using  our  funds  to  buv 
Australian  avooI  or  any  other  kind  of  avooI.  so  far  as  avooI  is  cncernecl. 
and  the  same  |n-inciple  applies  to  everything  else  Ave  have  to  buy. 

Mr.  Tate.  Yes.  sir. 


Senator  Youxti.  I believe  this  amendment  Avould  be  quite  plain: 
that  only  those  types  and  gnides  of  avooI  and  fiax  fiber  shall  be  pur- 
chased hereunder  as  the  Secretary  of  Agriculture  in  the  light  of  sup- 
plies on  hand  in  the  United  States  designates  as  available  for  export. 
I Avould  take  it  in  this  amendment  that  the  Secretary  of  Agriculture 
then  Avould  Iuvat  to  ().  K.  your  purchases  in  other  areas  besides  the 
United  States  too.  that  AA’ould  be  my  interpretation.  IVould  it  not 
be  yours  ? 

Senator  Thoaias.  I do  not  Avant  to  get  a divided  authority  here.  If 
you  do  you  Avill  not  get  any  place.  Someone  must  be  authorized  on  the 
one  side  to  make  requisitions,  not  only  on  the  commodity  but  the 
quality. 

Mr.  Ta  IE.  I knoAv  that  requisitions  for  SCAP  are  made  by  the  For- 
eign Trade  Division,  Avhen  you  sav  Foreign  Trade  Division,  that  means 
SCAP. 


Senator  Thoaias.  Somebody  ought  to  be  authorized  in  this  bill  to 
haAT  charge  of  this  money. 

Air.  Tate.  Yes,  I think  that  should  be. 

Senator  Thoaias.  If  you  get  divided  authority  then  you  neA’er  get 
any  place. 

Mr.  Tate.  That  is  true. 

Senator  Thoaias.  I Avould  like  to  hear  from  the  other  gentlemen 
jne.sent  here. 

Senator  Youx'o.  Are  thei'e  any  other  questions,  Senator  Thye  and 
Senator  Fastland? 

Senator  Eastland.  IVhat  percentage  of  the  production  of  Ja])an  is 
textiles? 

Mr.  Tate.  You  Avould  IniA’e  to  look  at  Avhether  it  is  imjiorted  or  do- 
mestic consumption,  or  Avhether  it  is  going  to  be  exported  or  not.  but 
\T)u  could  easilv  sat’  oA'er  50  percent. 

^ 9.  %,  1 
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Senator  Eastland.  Of  course  the  profits  from  that  reduces  our 
(ccupatiou  expense  ? 

Air.  Tah:.  Yes. 

Senator  Eastland.  What  is  ^oiu^  to  liappen  if  you  do  not  get 
hese  credits^ 

Air.  Tate.  If  something  does  not  happen  so  that  we  can  keep  tlie 
extile  industry  going  in  Japan,  yon  just  cut  the  throat  of  Japan. 
That  is  one  of  the  worst  things  in  the  world  for  the  textile  industry 
to  die  in  Japan  now  because  they  are  absolutely  dependent  upon  it 
in  their  economy. 

Senator  Thomas.  AVould  this  amount  of  money  do  the  job,  in  your 
ipinion? 

Air.  Tait..  This  amount  of  money  will  be  a wonderful  shot  in  the 
arm.  After  we  get  going,  based  on  the  pres<-nt  price  of  cotton  alone, 
it  is  going  to  take  $*200.(H)0.(K)0  worth  of  cotton  for  .Japan,  so  yon 
can  see  just  how  far  this  will  go.  This  is  a wonderful  shot  in  the 
arm. 

Senator  Youno.  Thank  you.  Air.  Tate. 

Is  there  anyone  else  who  wants  to  make  a statement  before  the 
% 

committee? 

Senator  Tiio:mas.  I would  like  to  have  tl  e reaction  of  the  Army 
if  anyone  cares  to  speak.  1 do  not  want  to  force  them  to  speak,  but 
if  anyone  has  a statement  to  make  in  the  light  of  the  testimony  of 
Air.  Tate  I would  like  you  to  comment  on  it. 

STATEMENT  OF  IT.  COL.  0.  J.  BALDWIN,  CHIEF  OF  TRADE  AND 

COMMERCE  SECTION,  ECONOMICS  BRANCH,  CIVIL  AFFAIRS  DIVI- 
SION, UNITED  STATES  DEPARTMENT  OF  THE  ARMY,  WASHING- 
TON, D.  C. — Resumed 

Senator  Young.  AVill  you  give  your  name  ? 

Colonel  Baldwin.  I am  Lieutenant  Colonel  Biildwin,  Chief  of  the 
Trade  and  Commerce  Section,  Civil  Afl'airs  Division. 

I think  that  there  is  one  point  that  has  been  perhaps  confused  just 
a bit.  and  that  is  the  difference  between  tlie  textiles  produced  for 
exjiort  and  the  textiles  produced  for  internal  consumption  in  .Japan. 

What  Air.  Tate  has  said  about  the  whole  program  being  some 
OOo.OOO  bales  per  year  is  the  target  is  true.  That  target  is  antici- 
pated to  be  achieved  by  some  time  in  194!'.  The  present  capacity 
for  the  consumption  of  wool,  as  he  said,  is  somewhere  in  the  neigh- 
borhood of  four  to  five  hundred  thousand  bales  per  year,  but  the 
export  capacity,  which  is  really  the  capacity  which  Japan  is  most 
interested  in,  at  present  is  around  225,000  bales.  That  export  capacity 
would  be  self-liquidating.  During  the  postwar  period  Japan  has  been 
held  down  in  its  internal  consumption  of  wool  to  around  a quarter 
of  a pound  per  annum,  per  individual,  as  against  a prewar  consump- 
tion of  around  a })ound  and  a quarter  to  a pound  and  a half,  so  that 
there  is  a tremendous  vacuum  there  in  teims  of  demand  for  low- 
grade  wool  for  internal  consumption,  in  fact,  for  all  grades  of  wool. 

I want  to  make  quite  clear  that  the  (iGo.OOO  bales  repre.sented  an 
across-the-board  consumption  for  all  purposes,  both  export  and 
internal  consumption.  I think  that  is  very  significant. 
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Senator  AhiuNc.  AVho  makes  the  authorization  for  the  purchases  in 
Japan? 

Colonel  Baldwin.  The  purchases  for  Japan’s  needs  are  arrived  at 
by  a series  of  steps.  There  is  fii*st  of  all  drawn  up  a production 
program  based  upon  plant  capacity  labor,  fuel,  export  po.ssibilities, 
and  so  forth.  That  progi’am  involves  end  use  and  qualities  of  the 
end  use  material ; for  textiles  it  would  involve  the  end  materials  and 
their  exportability.  From  that  program  would  be  determined  the 
cotton  requirements  by  grades,  wool  requirements  by  types  and  ([uali- 
ties,  and  what  the  various  other  fibers  and  materials  required  would 
be.  Those  are  brought  together  and  combined  into  an  over-all  re- 
quirement ; so  many  thousand  bales  of  this,  so  many  thousand  bales 
of  that,  particular  grades  and  staples,  qualities,  and  so  forth. 

Those,  then,  became  an  import  program.  Commodities  on  that  im- 
port program  will  have  two  end  uses.  One  will  be  internal  consump- 
tion, one  will  be  for  export  purposes.  SCAP  then  states  those 
I’equirements.  If  he  desires  the  Army  to  assist  him  in  procurement 
through  CCC  channels  or  through  other  channels  available  to  the 
Army,  those  requirements  are  submitted  to  the  Ai’iny  with  a request 
for  procurement  against  the  specifications  which  SCAP  has  laid 
down.  If  the  material  is  to  be  procured  locally  in  China.  India, 
Dutch  Indies,  Australia,  or  wherever  it  may  be.  then  SCAP  proceeds 
with  the  procurement  on  his  own  without  reference  to  the  Army. 

Senator  A'oung.  Suppose  they  wanted  to  get  wool  from  Australia? 

Colonel  Baldwin.  The  fund  would  not  be  available  for  the  pur- 
chase of  wool  from  Australia.  As  it  is  set  up  in  the  bill,  it  would  be 
available  only  for  the  ])rocurement  of  comnuKlities  in  the  United 
States  produced  by  the  Ihiited  States. 

Senator  A'oung.  And  the  funds  from  the  sale  of  any  manufactured 
goods  from  this  wool  would  go  back  into  this  revolving  fund? 

Colonel  Baldwin.  That  is  exactly  right. 

Senator  Young.  And  it  would  come  under  the  same  provisions? 

Colonel  Baldwin.  That  is  right. 

Senator  Eastland.  Ahm  mean  enough  to  pay  the  fund? 

Colonel  Baldwin.  Enough  to  pay  the  fund,  certainly. 

Senator  Eastland.  Then  yonr  profit,  of  coui*se,  you  could  use  that, 
if  it  is  dollars,  to  buy  goods  from  any  country  to  go  into  Japanese 
cotton,  and  if  you  wanted  to  take  that  profit  to  buy  Australian  wikiI 

von  could  do  that  ? 

%/ 

Colonel  Baijiwin.  One  could  do  that. 

Senator  Thomas.  Under  the  terms  of  this  bill  when  a requisition 
is  made  and  the  wool  is  found  or  the  cotton  is  found  or  the  flax  is 
found,  who  is  authorized  to  issue  a Treasury  check  to  pay  it  ? 

Colonel  Baldwin.  The  present  procedure  is  that  the  funds  are 
available  for  expenditure  at  the  discretion  of  the  Secretary  of  the 
Army.  There  are  certain  questions  as  to  the  ]irocedures  which  would 
be  used  in  actually  expending  that  fund.  Whether  or  not  it  would 
be  handled  on  a sealed-bid  basis  or  through  open-market  purchases, 
or  negotiated  purchases  against  letter  of  credit  in  either  a foreign 
bank  or  an  American  bank  is  something  that  is  yet  to  be  determined. 
But  the  Secretary  of  the  Army  sliould  be  given  considerable  latitude, 
because  frequently  we  encounter  resistance  to  selling  to  the  Govern- 
ment by  those  people  who  have  small  quantities  against  small  quan- 
tities needed,  just  because  of  the  delay  involved  in  securing  payment. 
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It  takes  GO  to  1*0  to  1'2()  days  sonietimes  to  art  lally  get  all  the  papi'i’s 
i 1 oi'der  and  |)ay  when  ])i(K*ureinent  is  made  from  appropriated 
i imds. 

Senator  'riivE.  ^^’hv  should  tliei'e  h(>  sneh  i delay  when  yon  have 
the  fmuls  available  and  it  is  only  a matter  ot  the  Army  proceeding? 
Is  it  jnst  a 1‘ontine  delay  that  is  customary  ? 

(’olonel  Bafdwix.  Xo.  It  is  a case  of  there  being  laid  down  cer- 
1 nn  rules  and  regulations  for  the  expenditure  of  ap])ropriated  funds. 

Senator  ruvE.  Cannot  those  rides  and  regulations  he  workeil  on 
1 ) streamline  them  to  such  an  extent  that  it  diH'S  not  require  90  to 
120  days  to  jirocess  payment  of  a hill?  Can't  they  he  streamlined  to 
] ermit  payment  of  an  authorized  expenditure'' 

('olonel  Bafuwix.  The  answer  is  “Yes.”  A’ou  gimtlemen  have  that 
I ower.  We  do  not. 

Senator  Tiiyf..  I know,  hut  the  funds  are  made  available  to  the. 
-Li'inv.  and  the  Army  has  only  two  other  ivsjionsihilities : to  issue  the. 

( rder  on  the  fund,  and  then  to  disburse  it  through  the  quartermaster. 

C'ohmel  Baldwix.  I wish  it  were  that  simjde. 

Senator  Thye.  Why  cannot  you  do  that  ? 1 am  thinking  about  two 

< r three  governmentai  functions  that  have  caused  me  more  detail  work 
: cross  iny  desk  than  anything  else,  and  I am  just  wondering  why  you 
«annot  streamline  it  and  get  through  some  of  that  vast  amount  of 
led  tape  that  retpiires  so  many  people  to  scintinize  a certain  trans- 
: ction  before  that  transaction  is  followed  up  and  called  a permanent 
1 le. 

Colonel  Baldavix.  The  answer  is  that  there  are  laid  down  certain 
]irocedures  and  rules  for  the  handling  of  appropriated  funds.  The 
"reasury  Department  lays  down  part  of  them,  they  do  not  pay  any- 
body's  liill.  It  has  to  be  supported  by  a great  many  documents  and 
5 11  sorts  of  certificates.  The  General  Accounting  Office  also  lays  down 
i ccounting  jirocedures  Avhich  have  to  be  complied  with.  The  Army 
presents  conqietitiAe  procurement  procedures.  competitiA’e  sealed  bids, 
that  is,  that  must  be  complied  Avith  in  the  case  of  approjiriated  funds. 
Are  these  a])propriated  funds?  They  are. 

Senator  Thyf..  You  AAmnld  not  l)e  making  a sealed  bid  to  Commodity^ 
Dredit  Corporation  because  they  are  the  only  agency  that  could 
iiqiplv  it. 

Colonel  Baldavix.  On  avooI,  that  is  true.  On  the  other  hand,  I 
think  the  Commodity  Credit  Corporation  Avould  be  just  as  happy  to 
1 lave  us  go  into  the  open  market  and  buy  that  wool. 

Senator  Thye.  Xot  on  the  avooI  that  is  now  in  storage  oA'er  here? 

Colonel  Baldavix.  Xo,  but  in  the  Ignited  States,  in  avooIs  of  the 
qualities  and  the  types  that  they  liaA'e.  and  AA'e  Avoukl  rather  do  it 
that  AA-ay.  We  Avoiild  saA’^  2 percent- commission.  If  aa'c.  go  into  the 
I »pen  market  and  buy  it  at  the  same  price  there  aa’III  be  no  real  point 
I o buying  it  through  Commodity  Credit  Corporation. 

Senator  Thye.  The  commodity  that  Ave  are  concerned  about  here 
laturallv  is  avooI.  There  is  only  one  interest  that  the  majority  of  us 
lave.  and  that  is  the  rehabilitation  of  Japan  to  a point  Avhere  Japan 
becomes  self-supporting  and  our  oavu  dollars  Avill  not  be  going  end- 
esslv  in  there  for  support.  That  is  the  reason  Avhy  Ave  giA'e  thought 

0 it. 

The  next  question  then  is.  Will  this  program  enhance  or  Avill  it  iii 

1 sense  deteriorate  our  oavu  economv?  If  Ave  have  a great  amount  ol 


FUND  FOR  PURCHASE  OF  AGRICULTURAL  COMMODFITES  65 

Avool  held  by  the  Commodity  Credit  Corporation  that  is  available, 
naturally  Ave  are  going  to  moA'e  that  avooI.  At  least  Ave  should  luiA'e 
the  common  sense  to  do  that. 

C'olonel  Baldavix.  Let  me  answer  your  <[uestion  this  Avay,  sir:  II  hen 
Ave  bought  the  first  big  jmrchase  of  cotton  from  CCC  Ave  cleaned  out 
CCt'V  stocks.  They  had  nothing  left.  We  Avanted  more  cotton. 
They  aa'CiU  out  and  bought  it  foi'  us.  hut  Ave  paid  them  a 2-percent 
commi.ssion  on  it,  Avhich  Ave  could  have  saved  had  Ave  bought  it  our- 
selves. But  Ave  did  not  buy  it  ourselves  because  Ave  did  not  have  the 
moneA'.  If  A\e  had  had  this  fund  aAailable  Ave  could  luiAe  bought  the 
cotton  direct  and  saved  2 jiercent  on  it.  We  Avould  have  saved  the, 
overhead  im’olAud  in  their  handling  the  bids,  in  theii’  handling  pro- 
curement and  shipjiing. 

XoAV,  assume  for  the  moment,  that  Ave  cleaned  out  all  the  C('C  avooI 
and  still  Avanted  more  avooI  of  that  quality.  Avould  AA*e  haA'e  to*  buy  it 
through  CCC  or  could  Ave  buy  it  in  the  open  market,  the  same  avooI 
Avhich  CCC  Avould  get  under  jirice  support  if  Ave  did  not  buy  it  ? In 
that  case,  aat'  need  the  money  on  a much  more  streamlined  aA’ailahility, 
so  that  Ave  could  buy  it  against  a letter  of  credit  or  Ave  could  buy  c.  i.  f. 
Japan  or  aac  could"  buy  on  some  other  basis  that  Ave  could  not  buy 
under  a strict  interpretation  of  ap])ropriated  fund  procedures.  Do 
YOU  folloAv  niA’  end  argument  there,  sir? 

Senator  Thye.  les. 

Colonel  Baldavix.  Because  it  is  a case  of  being  able  to  handle  these 
funds  more  llexiblv  than  ap})ropriated  funds  are  normally  handled 
that  we  Avanted  to"  have  .‘section  8 amended.  This  has  not  been  pre- 
sented yet  but  AA’e  AA’oidd  like  to  haA’e  section  8 amended  to  read  in 
much  tlie  same  Avay.  in  principle,  that  the  European  recovery  bill 
reads.  Avhereby  the  Administrator,  or  AvhoeA’er  handles  the  fund  is 
authorized  to  "make  deposits  in  the  commercial  banks  Avhich  Avould 
be  available  against  negotiable  paiier  presented  by  the  shipper  on 
letter  of  credit  basis  or  on  some  other  liiisis  that  may  be  established. 

Senator  Eastlaxd.  Is  that  the  amendment  you  Avant  ? 

Colonel  Baldavix.  I could  not  say  that  it  Avas  exactly  but  it  does 

look  like  it  is  going  in  the  right  direction. 

Senator  Eastlaxd.  Will  you  just  file  it  Avith  the  committee  chair- 
man. 

Senator  Youxo.  It  may  be  made  a part  of  the  record. 

(The  amendment  referred  to  is  as  folloAvs :) 

S.  237G.  Suggested  Amexdaiext  To  Imelemext  Authorized  Fse 

OF  Private  Trade  Chaxxels 

Add  to  section  8 the  folloAving  language : 

“111  order  to  faeilitate  and  inaxiinize  the  use  of  private  channels  of  trade, 
subject  to  adeipiate  safeguards  to  assure  that  all  expeditiires  in  connection  with 
such  procurement  are  within  approved  programs  in  accordame  with  terms  and 
conditions  established  by  the  Secretary  of  the  Army,  he  may  lU'ovide  for  the 
performance  of  any  of  the  functions  described  in  section  1 qf  this  iict 

“(a)  By  authorizing  such  i«u-formance  by  his  duly  authorized  representatives, 
including  occiipA’ing  aiitiiorities  or  agencies  or  organizations  reiiresenting  sucli 
autiiorities,  in  accordiince  with  normal  commercial  tind  hanking  prttctices  used 
in  such  trade  and  Avithout  regard  to  the  laws  and  reguhttions  governing  the 

obligation  and  expenditure  of  Government  funds : and 

“(h)  By  establishing  accounts  agtiinst  whicli.  under  regulations  prescribed 
by  the  Secretary  of  the  Army — 
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“(i)  Letters  of  eomiiiitnient  may  be  issued  in  conneetion  with  supply 
prog:rains  ai»proved  by  the  Secretary  or  his  duly  authorized  representative 
(and  such  letters  of  conuuitment,  when  issued,  shall  constitute  obligations 
of  api)licahle  apiu'o])riations)  ; 

“(ii)  Withdrawals  may  be  made  by  such  duly  authorized  representatives 
iiicliuling  the  occupying  authorities,  or  agencies  <»r  organizations  represent- 
ing such  authorities,  upon  presentation  of  contracts,  invoices,  or  other 
do(nimentation  specified  by  the  Secretary  under  arrangements  prescribed 
by  the  Secretary  to  assure  the  use  of  such  withdravrals  for  purposes  approved 
by  the  Secretary.  Sucli  accounts  inay  be  established  on  the  books  of  the 
Secretary  of  the  Army,  or  any  other  dei)artment,  agency,  or  establishment 
of  the  (government  sitecified  by  the  Secretary,  or  in  banking  institutions 
in  the  United  States  or  branches  thereof  in  tlie  o('(  upied  area.  Expenditures 
of  funds  wliich  have  been  made  available  through  accounts  so  establislied 
shall  be  accounted  for  and  standard  documental i(»n  required  for  expendi- 
tures (if  (Tovernment  funds : ProvideiL  That  sufli  exi>enditures  for  com- 
modities or  services  jirocured  outside  the  continental  limits  (»f  tlie  United 
States  under  authority  of  this  section  may  be  accounted  for  exclusively 
on  s'lich  certification  as  the  Secretary  may  prescribe  to  tissure  expenditure 
in  furtlierance  (d’  The  imrposes  of  this  Act,  and  su<di  certification  shall  be 
binding  on  the  accounting  (*fiictn*s  of  the  Government." 

Colonel  Baldwix,  I am  not  an  expert  on  that.  It  would  have  to 
b(  looked  at  by  the  Army  fiminee  people  but  it  looks  like  it  is  in  the 
ri  zlit  dii'eetion. 

Senator  Youxo.  This  is  an  amendment  presented  by  the  Department 
ol  Agriculture,  a very  short  one.  I wonder  if  you  would  care  to  ex- 
pi  ess  vour  opinion  on  that  one. 

Colonel  Baldwin.  That  I would  have  to  take  up  with  the  proper 
piople  in  the  Army — however,  it  does  not  look  ^ood  to  me. 

Senator  Thomas.  Just  a moment  a^o  you  slated  that  you  did  not 
kiu)W  how  this  act  could  be  carried  into  effect.  What  Avoidd  von  say 
to  this  sort  of  amendment:  at  the  end  of  section  1.  change  the  period 
to  a semicolon  and  add  the  following  provi.so: 

Pi-jvidrd.  That  Tlie  Secretary  of  the  Army  is  hereby  authorized  to  make  all 
nc -essary  rules  and  regulatitms  for  tlie  efficient  canning  into  effect  of  the  pro- 
vi:  ions  of  this  act. 

• 

Would  that  not  give  you  more  needed  authority  for  getting  the 
lueded  commodities  and  getting  them  to  Jai>an^  Would  that  not 
gi  ve  the  Secretary  authority  to  do  that  ? 

(k)lonel  Baldwin.  It  sliould,  but  you  have  me  in  rather  deep  water 
ri  rht  now  because  I am  not  a legislative  exjtert  and  I would  have 
to  have  the  proper  people  in  the  Army  go  over  that. 

Senator  Thomas.  It  will  take  some  time  to  get  this  by  the  Senate 
ai  d after  it  pa.s.ses  the  Senate  it  must  go  through  the  House  and 
they  must  have  .some  hearings  on  it.  By  that  tiW,  could  you  not 
Avork  out  this  uncertain  element  and  IniA’e  it  ready  to  suggest  to  the 
H )use  committee,  and  I think  it  is  obvious  that  the  House  committee 
AAonld  agree  to  your  ATrsion  and  they  incorporate  it  as  an  amend- 
in'*nt  to  this  hill  and  AA'hen  it  comes  back  to  the  Senate  Ave  could  con- 
sider it  sym])athetically  and  aAmid  delay? 

Colonel  Baldavin.  I think  if  I Avere  to  take  the  amendment  that 
Sniator  Eastland  had,  and  using  it  as  a base,  and  probably  nnmodi- 
ti(  :1.  Ave  could  certainly  come  up  Avith  something  that  Avould  be  right  in 
lii  e Avith  Avhat  Avotdd  ])ermit  a more  flexible  operation. 

•Aenator  Thoma.s.  From  Avhat  Mr.  Tate  .says,  this  is  rather  a matter 
of  extreme  emergency.  Appropriations  are  going  to  be  croAAMing  on 
ns  A'ery  shortly,  and  if  Ave  are  going  to  get  legislation  of  this  kind 
th  (nigh,  Ave  should  do  it  Avith  all  dispatch. 
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Senator  Eastland.  What  effect  w(3uld  this  bill  or  a similar  one 
have  had  on  rehabilitating  the  occupied  areas’  economies  if  you  had 
had  it  at  the  time  of  occupation  ? 

Colonel  Baldavin.  It  is  mv  personal  opinion  that  if  A\-e  ln\d  had  a 
revolving  fund  much  larger'  than  this,  but  adequate  revolving  fund, 
2 years  ago,  for  n.se  in  the  occupied  areas  to  linance  essential  imports, 
that  the  ajipropriation  Avhich  Avould  be  required  this  fiscal  year,  fiscal 
1949,  would  be  roughly  $300,000,000  le.ss  for  the  occupied  areas. 

Senator  Eastland.  'That  is  to  feed  the  people  ? 

Colonel  Baldavin.  That  is.  against  feeding  and  other  minimum 
requirements. 

Senator  Young.  If  there  is  no  one  else  Avho  Avants  to  appear,  Ave 
Avill  go  into  executive  session. 

(Whereupon,  the  hearing  in  the  aboAT-entitled  matter  adjourned 

and  the  subcommittee  Avent  into  executiA’e  session.) 

(Additional  statements  fibnl  Avith  the  committee  are  as  folloAA-s:) 


Stateme.nt  Fii.eu  by  F.  E.  Moelin,  Executive  Secketary,  American  Nationai. 

Live  Stock  Associatio.n,  Denver,  Coeo. 

The  following  table,  marked  “Table  No.  1,”  compares  the  price  oj  beef  steers 
at  ('hicago  Avith  the  price  of  heavy  nath'e  steer  hides  at  Chicago  for  the  yeais 
IIKIO  to  1!)4(>.  inelnsive,  and  also  gives  tlie  aA'erage  price  for  eacli  classilication 
for  eaeli  month  of  the  year  1047. 

Following  that  information,  at  tlie  bottom  of  tlie  table,  is  shown  the  aAeiage 
nriee  of  beef  ster-rs  at  Chicago  for  the  months  of  January  and  February  l.HS 
and  for  the  AA'cek  of  March  l>u  and  the  week  of  March  27,  194S.  The  ctimparable 
figures  for  heavv  native-steer  hides  ar  Chicago  tor  tliis  early  irmtikI  in  1.  4.  aie 
not  availatile.  but  Ave  iiave  inserted  in  tiie  table  current  figures  wlncli  are  available 
able  for  tlie  dates  shown. 

You  will  note  from  fable  No.  1 that  liistorically  tlie  hide  price  with  fcM^ 
exceptions,  runs  consideral)ly  abi»ve  the  steer  price  at  Cliicajio.  I call  youi 
attention  to  the  fact  that  from  VM2  to  194o.  inclusive,  hide  prices  were  rigidly 
controlled,  whereas  tlie  control  over  ('Uttle  prices  during  the  war  period  was 
considerably  iii(»re  fiexible. 

Table  No.  1 


Year 

Beef  steers, 
average 
price  for 
100  pounds, 
Chicago 

1 i 

Heavy  [ i 
native 

steer  hides,  1 
Chicago  ! 
(packers 
and 

country) 

1930  

$10.95 

$1.3.  87 

1931  

8. 00 

9.06 

1932  

6.  70 

0.04  1 

19:33  

5.  42 

9.()7  II 

1934  

0.  70 

9.92  ! 

1935  

10.20 

12.97  1 

1930  

8.  82 

13.77 

1937  

11.47 

16.  9.5 

1938  

9.39 

11.61 

1939  

9.  75 

12.  13 

1940  - 

10.  43 

12.50  ! 

1941  

11.33 

14.49  ! 

1942  

13.  79 

15,  50  1' 

1943  

15.  :30 

15.50  |i 

1944  

15.  44 

15.50  1 

1945  

10.  18 

, 1.5.50  1 

194f)  

19.  10 

IS.  55 

1 , 

Year 


194: 


B(H?f  steers, 
average 
price  for 
UK)  pounds. 
Chicago 


Heavy 
native 
steer  hides 
Chicago 
(])ackers 
and 

country) 


January... 

February.. 

March 

April 

:Uay 

Juno 

July 

.\ugust  ... 
Sejfteinber 
October. . . 
November 
December - 


22.  U) 
21.94 
2:3.  30 
22.  93 
2L06 
25.87 
27.8.5 

28.  84 

29.  54 
29.  82 
29.  52 
29.  OS 


29.  43 
2:3.  25 
22.  75 
22.  48 
22.  25 
22.  75 
20.00 
29.  00 
29.  75 
32.  75 
37.  25 
36.  07 


Average  for  year 

1948: 

January 

Februarv... 

Week  of  Mar.  20... 
Week  of  Mar.  27  . 
Mar.  29  


25. 8.3 


27.  76 


29.10'  ’31.00 

20.  13  2 23.  .50 

27.  05  * 23.  50 

27.00  *22.(HV22.50 
-...1  2:3.  (KL2:3.  .*i0 


’ Jan. 29 

2 Feb.  20. 

3 Mar.  1 . 

< Mar- 10. 


I 
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Further,  you  will  note  fnmi  table  No.  1.  that  currently  the  jirice  of  hides  has 
d •(ipi>ed  out  of  noriiml  relationsliip  to  the  ]>rice  of  steers,  so  that  instead  of 
b inging  the  usual  premium  <»ver  the  average  steer  price  they  are  today  selling 
a a discount  of  around  3 t<»  4 cents  a pound  below  the  average  steer  price  at 
C dcag(». 

Further,  you  will  recall  that  testimony  was  presented  at  the  hearing  <m  the 
11  under  consideration  by  representatives  of  the  leather  and  shoe  trade  indicat- 
ii  g that  the  jireseitt  i>rice  of  Argentine  hides  laid  down  in  New  York  was  around 
3 cents  ]»er  p<uind  as  compared  with  the  current  price  (ni  hides  of  heavy  native 
sieers,  (’hicago,  of  api)r(tximately  23  cents  a ixmml. 

Therefore  it  would  api)ear  that  domestic  hide  prices  are  out  of  normal  rela- 
ti  niship  with  both  current  cattle  prices  in  this  country  and  witii  the  price  at 
\\hich  Argentine  liides  can  and  are  ludng  imp*u*ted.  As  stated  in  the  hearing, 
it  is  the  n<nina!  pra<*tice  to  import  into  this  country  substantial  (piantities  of 
cj  tile  hides,  particularly  of  the  heavy  hides,  such  as  are  produced  in  Argentina 
a id  used  in  tl.is  country  for  sole  leather. 

As  a step  to  aid  in  restoring  the  domestic  hide  prices  to  tlie  normal  relation- 
si  ip  lioth  with  domestic  cattle  luaces  and  with  world  hide  pric(\s,  we  urge  that 
h des  should  remain  in  S.  2370.  We  <lo  so  on  the  theory  that  it  would  i)rovide 
a certain  degiw  of  i>ndection  to  American  cattle  pioducers  so  that  if  hide 
i<*es  in  this  country  get  too  far  out  of  line,  as  they  are  trending  at  the  present 
ti  lie,  exports  could  be  arranged  under  pending  bill  to  bring  alnmt  a more  normal 
a)  III  stable  condition. 

In  particular,  it  might  i»rovide  an  outlet  for  hides  of  tlie  lower  grades  which 
s<  ineiimes  accumulate  in  this  country  and  prove  to  be  sitmeihing  a <lrug  on 
tl  e market  even  to  the  extent  of  luilling  down  the  price  of  hides  in  greater  cur- 
ri  nt  dmnand. 


L Filko  by  Hon. 


IRVINO  M.  IVES,  A UnII'KI)  SfATI-.S  SeNATOU  FRoM  THE 
State  ok  New  York 


S(  nator  Irving  M.  Ives, 

Wa^ihinf/foit,  1).  C. 


New  York,  N.  Y.,  March  J/.  liffS. 


Dear  Senator  Ives:  This  is  in  reference  to  the  Aiken  bill,  S.  237H,  in  which 
til  liners,  shoe  manufacturers,  liandbag  manufacturers,  glove  pnalucers,  and 
olUer  leather-goods  industries  of  New  York  State  are  vitally  interested.  1 am 
CT  closing  a memorandum  which  states  the  fa<*ts  of  the  bill  and  the  basis  f(tr  our 
uigent  objections  to  the  inclusion  of  hides. 

The  Tanners’  Council  of  America  is  tlie  national  Trade  association  of  the 
tanning  industry.  Its  membership  includes  all  of  tlie  tanners  of  New  York 
State,  ranging  from  The  sole  and  harness  plants  in  Buffalo,  the  tanneries  at 
(4'Wanda,  Kndicott,  and  Johnson  City.  Fulton  County,  and  metrot>oiitan  New 
Y<*rk.  All  of  these  tanneries  with  their  thousands  ol  employees  c(mld  be  dras- 
ti<  ally  hurt  by  passage  of  the  Aiken  bill. 

Inclusion  of  hides  in  the  bill  is  also  highly  dangenms  to  the  shoe  manufac- 
turers in  New  York  State.  Any  measiu’e  which  might  force  hide  iirices  up 
further  will  aggravate  the  dangerous  condition  facing  sh(»e  producers  betaiuse 
j>iices  are  already  too  high  to  permit  consumers  to  buy  the  shoes  they  need. 
11  le  shoe  industry  of  New  York,  which  is  the  largest  slioe-production  State, 
Jo  ns  us  in  protesting  against  including  hides  with  cotton  in  the  Aiken  bill. 
There  are  approximately  40,000  employees  in  the  shoe  industry  in  New  York, 
at  d rising  hide  prices  threaten  them  with  loss  of  employment. 

N'ew  York  State  is  also  the  leading  State  in  the  manufacture  of  handbags, 
In  cgage,  and  gloves.  All  of  tliese  industries  are  tremendously  disturbed  by  the 
cfl  >rt  to  put  hides  into  the  Aiken  bill.  It  is  notewinahy  that  Die  measure  was 
in  rodnced  ^lan-h  24;  that  lieai’ings  were  rushed  hv  the  Senate  Agriculture 
minittee  on  March  25. 

\li  of  the  leather  and  leather-goods  industries  of  the  State,  with  more  than 
0(H«K»  employees  and  animal  pay  rolls  of  almost  $2(H '.oOO.tMK).  urge  yon  to  pro- 
ve It  passage  of  the  Aiken  hill  in  its  present  form  and  to  assure  deletion  of 
hi  I**s  fi’oni  tliis  measure.  Our  n‘as<tns  are  stated  factually  ami  objectively  iu 
ih  ‘ ench»sed  meinoi'anduni. 

Sincerely  yours. 


Irving  R.  Ceass, 

< ufirc  rice  president,  I'anncrs’  (Uiintcil  of  Ainrrira, 
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MEMORANDUM 

INCLUSION  OF  HIDES  IN  AIKEN  BILL,  S.  lUJTCi,  UNNECESSARY  AND  DANGEROUS 

■ * ! 

What  the  bill  proposes 

Under  S 237d  it  is  projiDsed  that  a revolving  fund  of  be  made 

available  to  the  Army  for  the  purchase  of  textile  fibers  and  bides  produced  m 
the  United  States  and  for  use  in  occujned  areas.  It  is  understood  the  bill 
originally  contemplated  only,  the  purchase  of  CMitton  and  low-grade  \\oo]  tibeis 
primarily  for  rehabilitation  of  the  Japanese  textile  industry.  Somehow  or 
other,  hides  were  included  in  the  measure  as  introduced  on  March  24. 

United  States  a hide-deficit  Nation 

It  is  absolutely  necessary  for  the  Unitetl  States  Hi  imiiort  a suitstantial  lyirt 
of  its  hide  rtHiuirements.  This  eonntry  is  not  and  has  never  been  a hide- 
exporting  Nation  because  it  is  not  self-sufficient  in  raw  material  for  the  leather 
and  shoe  industries.  Shipments  of  hides  from  the  United  States  to  the  occupied 
areas  will  seriously  aggravate  the  inilationary  condition  which  has  alreiuiy 
(*aused  hardship  to  many  consumers.  Clear  evidence  is  offered  by  the  fact 
that  per  capita  consumption  of  shoes  has  already  dropped  below  the  pre\\ ar  level. 

The  Department  of  Agriculture  has  estimated  a 15-percent  decline  in  United 
States  cattle  slaughter  in  1948.  Lower  slaughter  has  seriously  reduced  domestic 
hide  supplies  and  intensified  the  dangerous  consequemvs  of  shipping  hides  from 
this  country  to  the  occupied  areas  which  have  never  secured  their  hide  supplies 
from  the  Uniteil  States.  The  packing-house  strike  has  further  curtailed  available 
supplies  of  hides  in  the  United  States  and  increased  the  supply  problems  cmi- 
frontiiig  tanners  and  slu»e  iiuinufucturers. 

National  security  a major  consideration. 

Stocks  now  held  by  tanners  are  lower  than  in  any  prewar  year.  Before  1040, 
tanners  held  an  average  of  better  than  3,5(K»,000  hides  in  leather.  This  was 
drained  down  by  military  needs  during  the  war,  when  more  than  40  percent  of 
all  leather  was  required'  by  the  armed  forces,  to  less  than  l,300,otMI  hides  at 
present.  There  lias  been  no  signiticant  recovery  in  stocks  since  the  end  ot  the 
war  because  supplies  Iiave  been  consistently  scarce,  tkinsequeiitly  the  country 
does  not  have  the  stock  pile  which  existed  in  1940.  There  is  every  reason,  there- 
fore, to  avoid  any  steps  which  would  furtiier  diminish  already  low  sntiplies 
within  the  United'states.  National  security  in  troubled  times  should  be  a para- 
mount consideration. 

Ai'my  does  not  deem  hides  necessary  i)i  Aiken  hiU 

Testimony  presented  to  the  Senate  Agriculture  Committee,  March  30.  indicated 
that  the  Army  did  not  deem  the  addition  of  hides  in  the  Aiken  bill  necessary  or 
important.  The  Army  is  primarily  concerned  with  textile  tibers ; it  did  not  ex- 
press any  direct  interest  in  bides.  Colonel  Baker,  testifying  for  the  Army,  in 
reply  to  a specific  question  hy  one  member  of  the  Senate  Agricultui’al  Committee, 
denied  that  hides  had  lieen  included  at  the  request  of  SCAB.  Tlie  leather  and 
shoe  industries  do  not  question  any  Army  policy  decision  requiring  the  purchase 
of  hides  for  occupied  areas.  However,  such  purchases  have  beeii  and  can  con- 
tinue to  be  made  in  the  historic  world  market  supply  sources  Hu'  Japan  and 
German}*. 

Inelusimi  of  hides  in  Aiken  bill  stimulus  to  speeuJatire  forces 

The  fact  that  hides  have  been  linked  with  textile  fibers  in  the  Aiken  bill  has 
already  produced  a .speculative  upswing  in  the  high  cost  of  this  comim>dity.  The 
industries  producing  essential  cost-of-living  goods  are  further  harassed  by  a 
needless  increase  in  the  cost  of  raw  material.  Raw  hides  represent  90  iierceiit 
of  the  cost  of  making  leatber,  and  85  percent  of  the  leather  produced  in  the 
United  States  is  used  to  make  shoes. 

ConehisioJi 

All  the  economic  facts  demonstrate  the  danger  of  including  hides  with  cotton 
in  the  Aiken  bill;  the  Army  is  not  interested  in  seeing  hides  so  included.  There 
can  be  no  valhl  objection  to  amendment  of  the  bill  eliminating  hides  entirely. 
If  such  raw  material  must  be  purchased  by  the  occupation  authorities,  then 
sucli  purchases  shoilld  l>e  4iade  in  the  historic  sources  from  which  .Japan  and 
Germany  have  ordinary  secured  their  supplies. 
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United  States  hide  and  skin  consumption — domestic  supplies  and  necessary 

imports,  WS7-41  average 


[000  omitted] 


1 omestic  supplies 

1 oreign  supplies 

Total  consumption 
1 ercent  foreign 


Hides 

Calfskins 
and  kips 

Goatskins 

Sheepskins 

15,863 

11,916 
3, 168 

n,m- 

26, 493 

4, 095 

40. 788 

19.  958 
20.5 

15,084 

21.0 

40,  788 
100.0 

38,489- 

68.8. 
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